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CHARTERED 1853 


United States Crust Company 
of New York 


Statement of Condition June 30, 1948 


ASSETS 


Cash and Due from Banks . . ..... . . . $ 20,904,201.42 
Loans and Discounts . . . ee ee ae a 32,397,327.40 
United States Government Obligations Ca a tek eee 69,716,247.46 
State and Municipal Obligations . . . . . .. . 7,420,000.00 
Other Bonds. . . ee ie MR a a 4,150,000.00 
Stock of the Federal niet ‘Bank a a ee eee 840,000.00 
ne er ae ae ee ee 3,985,359.81 
Accrued Interest Receivable ........-. 434,160.20 
RE I ea ee 1,475,000.00 


i. s * *~ + ae ee ee 


LIABILITIES 

Capital Stock ..... 2... §$ 4,000,000.00 
Surplus Fund ..... . . . 24,000,000.00 
ee eee eee 1,326,944.43 
Total Capital Funds . ...... =... =. =. $ 29,326,944.43 
EY fale a ee ge Ge we 891,265.52 
Deposits .... : ‘ iret ne « eee 
Reserved for Taxes, Raisivest ma —_—— wee 659,553.46 
Unearned Discount. . a ho ee “earn 51,026.89 
Dividend Payable July 1, 1948 Sl a ae ae eee 350,000.00 

arr — 


Securities are shown at cost, amortized to earliest call date, less 
reserve. Securities carried at $2,910,250.00 have been pledged to secure 
public deposits and for other purposes as required or permitted by law. 
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WHO OWNS “BIG BUSINESS”? 


Analysis of Stockholdings in Largest Corporations 


PART 1: MANUFACTURING 


ONTRARY to the belief of a majority 

of the American people, the big indus- 
tries of the United States are not owned 
mainly by a handful of the ultra-wealthy, 
nor is the control in the hands of a few 
individuals. 

Rather, there are far more stockhold- 
ers with ten or twenty shares each than 
there are those holding over a hundred 
shares. And in only seven of the 123 larg- 
est manufacturing corporations does any 
individual own as much as ten percent of 
the voting stock, and in three of these, 
the control is owned by the family which 
founded the business. 

A survey of the 120 companies with 
assets of over one hundred million dollars 
each and all listed on the securities ex- 
changes—where any investor can buy their 
stock—provides new and factual informa- 
tion which refutes prevalent delusions 
about who owns Big Business and benefits 
from its dividends. 

The list includes the 112 corporations 
recorded by the U. S. Department of Com- 
merce, plus eight others which have passed 
the hundred million mark since the De- 
partment’s compilation as of the end of 
1946. Data have been obtained for all 
these companies, in varying degrees of 
adequacy, through replies to direct in- 
quiries, annual reports to stockholders and 
other standard sources. Only eleven failed 
to respond or stated that it was against 
company policy to make any such informa- 
tion available. The others cooperated as 
fully as available data made possible, with 
many supplying excellent breakdowns or 
offering to obtain further data if it would 
serve the interests of stockholders, employ- 
ees or the public enough to justify the ex- 
pense of analysis. 


STOCKHOLDERS OUTNUMBER EMPLOYEES 


HESE 120 corporations had assets 
totalling $51,041,000,000 as of the lat- 
est annual report date (usually December 
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31, 1947). They were owned by 6,126,713 
stockholders—almost 40% more than the 
number of employees which approximated 
4,464,000. While there are many stock- 
holders with shares in more than one 
company, it is significant that. in 68 of 
these corporations the number of stock- 
holders exceeded the number of employees. 
Many employees, of course, own stock in 
their own companies, and most stockhold- 
ers are probably employees of some corpor- 
ation, but the comparing of millions of 
employee names with company stockholder 
lists makes any such tabulation impossible. 

The extent to which the average Ameri- 
can family is interested in and benefits 
from corporate stock ownership and divi- 
dends cannot be appreciated without seeing 
how widely these are spread among people 
in all walks of life and in every community. 
The owner of an insurance policy, the 
widow with a small trust fund, the retired 
employee living on payments from a pen- 
sion or profit-sharing trust are beneficiar- 
ies of income from our corporations, big 
and little. So are the patients in thousands 
of hospitals, the members of thousands of 
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American Can Co.’s annual report (1947) shows 93 
per cent of owners hold 100 shares or less. 





churches and the students in schools and 
colleges in every state. There are over 350,- 
000 of these institutional stockholders in 
the 120 companies covered in this survey, 
most of them representing dozens or hun- 
dreds of other investors. 


A graphic illustration of the various 
types of owners of American enterprise 
is given in the following classification of 
stockholders of one of these corporations: 


Number 
of 
Stock- 
Group Classification holders 
Charitable Institutions 
Churches and Other Religious 
Organizations 
Civie Organizations 
Clubs and Fraternal Organizations __ 
Libraries and Museums 
Hospitals 
Cemeteries 
Educational Institutions 
Research Societies 
Unidentified Endowments and 
Foundations 
Insurance Companies and Protective 
Organizations 
Other Corporations and Partnerships 1,425 
Trusts and Trusteeships 
Other Fiduciaries 


Joint Accounts 


Of the total of 6,126,713 shareholders, 
5,645,742 are owners of common or capital 
stock, and 506,064 of preferred, or a ratio 
of more than eleven to one. The 24 com- 
panies providing figures on the duplica- 
tion of holders of both their common and 
preferred (out of the 71 corporations hav- 
ing both classes of stock), show that this 
aggregates only 82,164 of their 1,607,504 
shareholders, or 5.1%. This intra-company 
duplication, however, is more than offset 
by the greater number of joint accounts 
having a minimum of two owners, usually 
husband and wife. Such joint holdings ac- 
count for about seven to ten per cent of 
the total number of stockholders. 


PUBLIC NATURE OF PRIVATE ENTERPRISE 


HE wide spread of ownership of Big 
Business is further evidenced by the 
fact that only 16 of the 120 corporations 


have less than 10,000 stockholders each, 
while ten companies have more than 100,- 
000 stockholders apiece, with an average 
for the entire group of over 50,000. The 
smallest number for any company is 1,468 
and the largest is over 700,000. 


More small investors (people who have 
invested a couple of hundred or thousand 
dollars to buy the tools of industry) are 
affected by corporation welfare than mil- 
lionaires. This is indicated by the fact that 
five out of every six common shareholders 
in these big corporations own 100 shares 
or less. Here is the picture of one corpora- 
tion typical of many others: 


Number of % of Total % of Shares 
Shares Owned Stockholders Outstanding 
1 to . 8.1 
100 to 10.3 
200 to : 3.7 
300 to 10.9 
400 to : 2.3 
500 to 10.3 
1000 to , 9.8 
2000 to i 4.0 
3000 to é 4.1 
4000 to ; 1.9 
5000 or more 34.6 


Nearly half (53) of the companies give 
the number of common stockholders of 100 
shares or less, most of them for “less than 
100 shares.” Of their total stockholders, 
3,056,308 are in this category of 100 shares 
or less. This group represents 83% of the 
number of holders, and holds from four to 
eighty-one per cent of all common stock of 
these 53 companies, averaging 21% of the 
total shares. Typical of many large cor- 
porations is the report of one with over 
250,000 stockholders that “about 35% own 
from one to ten shares each. In this same 
company, the largest single shareholder is 
an employees fund. 


INDIVIDUAL AND FIDUCIARY HOLDERS 


LL 120 corporations were asked to re- 
yl any available segregation of com- 
mon stockholdings as between individuals 
and others. Sixty-two provided this infor- 
mation, showing that an aggregate of 
3,524,053 or 91% are individual owners— 
men, women and joint accounts—holding 
an average of 59% of the outstanding is- 
sues. The other holders, principally institu- 
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tional and fiduciary, totalled 353,322. Thus 
the remaining 41% of shares was held by 
institutional investors which account for 
only 9% of the number of holders but rep- 
resent millions of other men and women as 
beneficial owners. A good example of the 
classification of stockholders is given be- 
low, taken from one company’s annual 
report. 


OWNERSHIP OF THE CORPORATION 


The Corporation is owned by the holders of 
its preferred and common stock, who at the 
close of the year numbered 24,674. These 
holders own 293,568 shares of preferred stock 
and 2,476,502 shares of common stock. A classi- 
field analysis of shareholders and shares owned 
follows: 


Classifica- 
tion of 
Holders 


Preferred Common 
Holders Shares Holders Shares 


2,436 80,956 10,504 803,084 
Women _.... 3,002 84,166 8,455 537,345 
Joint 
Accounts 
(usually man 
wife) 
Insurance 
Companies _ 
Hospitals, Ed- 
ucational and 
Charitable 
Institutions _ 
Trustees __ 
Brokers 
Miscell. ___.. 


10,258 2,267 136,526 


13,445 8 14,325 


3,848 31 
35,791 360 
6,808 213 
58,296 319 


6,271 
156,210 
472,605 
350,136 


Total 


1 to 50 shs. 5,909 
51to0 100 shs. 407 
Over 100 shs. 247 


293,568 22,157* 2,476,502 


79,549 15,573 
35,571 4,330 
178,448 2,254 


324,553 
393,661 
1,758,288 


293,568 22,157* 2,476,502 


*4,046 are holders of both preferred and com- 
mon shares. 


The variation in the per cent of stock 
held by individuals ranged from a high 
of 89% to a low of 28%, for the 52 com- 
panies giving this figure. In 40 of the 
latter companies, individuals own over half 
the common stock, but in only 18 do they 
own over 60%. In only five of the 52 com- 
panies do institutional investors hold less 
than a quarter of the stock, while in twelve 
they own over half. 
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The only single holders of as much as 
10% in any of these 62 companies, besides 
the founding families of four of them, were 
two trustees, and ten corporations which 
were owned, in turn, by other thousands 
of stockholders. In 24 of these companies 
no individual holds as much as one percent 
of the common stock. 


IMPORTANCE OF WOMEN OWNERS 


NE of the most surprising results was 
Oa. growing predominance of women 
as owners of American industry, not only 
in the more lady-like type of business but 
in such rugged and sometimes variable 
enterprises as copper mining, oil refining, 
steel, tobacco and aircraft manufacture. 
The 31 corporations that have made a 
check of the number of women holders of 
common stock report the total as 1,343,087, 
or 114,524 more than the number of men. 
They outnumber men in 23 companies. ’ 

This ratio, if applicable to all the 120 
corporations, would indicate that women 
comprise 51% of all common stockholders. 
While they do not hold as many shares, on 
average, as.men or institutions and fiduci- 
aries, the 18 companies which have such 
data report that women hold outright, or 
as half of joint accounts, some 28% of all 
common stock. Available figures indicate 
at least the same proportion for preferred 
stockholdings. Millions more are equitably 
interested as beneficiaries of trust funds, 
insurance policies, etc. and their number 
of holdings is growing every year. 


GROWTH AND SPREAD OF INVESTMENT 


HE great change that has come about 
Win the ownership of Big Business is 
strikingly illustrated by comparison of the 
number of stockholders in the last twenty 
or so years. The increased savings of more 
people of moderate means, invested directly . 
in corporate stocks, or invested indirectly 
through banks, trust, insurance and invest- 
ment companies have democratized corpor- 
ate ownership, and identified the interests 
of all groups in the profitability of Ameri- 
can enterprise. 

A compilation made by the New York 
Stock Exchange, covering 50 large com- 
panies that had 2,064,000 shareholders in 
1929, reveals they now have double that 





number. Individual companies, particular- 
ly those in the more glamorous fields of 
modern industry, have multiplied their 
number of stockholders many times over, 
as indicated by the following graph. 
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Each figure represents 500 


NUMBER OF HOLDERS UNDERESTIMATED 


ing companies, the six million total of 
shareholders, 
tions, 
one large company reports: 


eg for the 120 largest manufactur- 


after allowing for duplica- 
doubtless understates the case. As 


“Among the larger stockholders are many 
banks acting as fiduciaries and trustees, 
charitable organizations, educational insti- 
tutions, brokers, insurance companies and 
numerous other companies in which still 
larger groups of individuals have an inter- 
est, so that the actual number of persons 
having a beneficial interest in dividends 
paid from earnings of the Company is many 
times the above figures. 

“This point is clearly brought out by an 
analysis of the Company’s stockholders as of 
December 31, 1947. The analysis was made 
on a sampling basis using data obtained from 
holders of substantial blocks of the Com- 
pany’s securities. This analysis shows that 
if the count of the number of persons, hav- 
ing a beneficial interest in» the Company’s 
dividends, is extended to estates, trusts, 
brokers, banks, and other companies (ex- 
cluding charitable organizations, education- 
al institutions and insurance companies), 
there are, instead of the 91,201 stockholders 
mentioned above, at least some 385,000 per- 


sons who are direct beneficiaries. If to this 

total are added the gross number of policy- 

holders of 98 of the many insurance com- 

panies which are stock companies, many mil- 

pany (holding some 670,000 shares of the 

Company’s securities), and in addition the 

stockholders of those same insurance com- 

panies who are stock companies, many mil- 

lions of persons would be found to have a 

beneficial interest in the dividends of the 

Company. This illustrates the great extent 

to which the people of the country are in- 

terested in the operation of industry on a 

reasonably profitable basis.” 

High taxes on large incomes and estates 
have served to reduce the proportion of 
industrial capital owned by wealthy indi- 
viduals, while the record of many compan- 
ies in coming through depression, war and 
business cycles has created confidence 
among the general public. Further, the 
wide distribution of war bonds has served 
to interest our growing population in sav- 
ing and investment, while the record level 
of employment and wages has provided the 
wherewithal to invest. It should be noted, 
too, that a large share of the growth in 
both numbers and holdings has been by 
fiduciary types of institutions which are 
investing the funds of millions of small 
investors in carefully selected industries. 


Editor’s Note: Analyses of the owner- 
ship of the large utility, rail, mercantile 
and other corporations and banks will be 
published in subsequent issues of Trusts 
and Estates. 


Stockholder Film Report 


NEW policy of going out to meet the 

Company’s owners has been inaugurated 
by the management of the General Electric 
Company with simultaneous meetings for 
stockholders in ten key cities throughout the 
country. A series of regional meetings will at- 
tempt to bring to the more than a quarter 
million stockholders in large part what they 
miss by their inability to attend the annual 
meeting of the Company which is held in 
Schenectady, N. Y. 

Several local representatives of the Company, 
specialists in different phases of the Com- 
pany’s activities, attended each regional meet- 
ing. Philip D. Reed, Chairman of the Board, 
and Charles E. Wilson, President, made a mo- 
tion picture appearance at each of the meet- 
ings. 
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WHO ARE A COMPANY’S STOCKHOLDERS ? 
Utility Company Survey Discloses Wide Ownership in All Classes 


N discussing results of a recent survey 

of stockholders in his company, Harold 
S. Sutton, Treasurer of the Consolidated 
Edison Company of New York, Inc., point- 
ed out that stockholders constitute all 
classes and groups and that their interests 
should be safeguarded. In his address be- 
fore the annual convention of the Edison 
Electric Institute in June, Mr. Sutton noted 
a lack of increased public utility dividends 
to cope with the higher cost of living, and, 
as a result, stockholders are saying that 
the industry is too regulated and too vul- 
nerable to inflation. 


The speaker said that business, during 
recent years, has come to realize the im- 
portance of justifying its place in the so- 
cial scheme and the private enterprise 
system under which it operates. Lately an 
outgrowth of this public relations consci- 
ousness has appeared in the form of stock- 
holder relations activities. Consolidated 
Edison has been practicing stockholder re- 
lations over the last decade. Among these 
activities of the company were: welcom- 
ing letters to stockholders and the quarter- 
ly dividend enclosure giving company news 
and earnings, streamlined annual reports, 
complete stories on annual meetings, and 
careful attention to stockholders’ letters of 
inquiry. 

From contacts with institutional invest- 
ors, Consolidated Edison was well aware 
of their interests and attitudes, but before 
the individual stockholders could be intelli- 
gently addressed, the company. had to 
know more accurately “the nature of stock- 
holders.” What kind of people had bought 
the stock and why did they buy it? What 
considerations had influenced them to buy 
it? Were they investors or speculators? 
Into what age groups and income brackets 
did they fall? What did they do for a 
living or were they retired and living on 
investment income? 


COMMON SHAREHOLDERS TYPICAL 


T was decided to concentrate on the 
salient stockholders since their reac- 
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tions would probably be very similar to 
those of the preferred shareholders. Of 
124,000 names in which the common stock 
was registered, 108,000 represented indi- 
viduals—men, women or joint ownership. 
For reasons of speed and economy it was 
decided to use a mail survey with a few 
personal calls on those who failed to re- 
spond. Every twelfth name (excluding in- 
stitutional investors) on the stockholder 
list received a questionnaire in the form of 
a four page folder, the front page contain- 
ing a letter from the president of the 
company explaining the reasons behind the 
request for information. 


Response to the survey was 27% and per- 
sonal interviews of a  non-respondent 
sample yielded almost identical results. A 
number of breakdowns were made as to 
geographical location, size of holdings, in- 
come, age and sex of respondents. Mr. Sut- 
ton said that “our stockholder list is just 
a cross section of the body politic; with 
two general exceptions. One is that the 
stockholder group is older, the median age 
being 40% higher than that of the na- 
tion’s adult population, as was to be ex- 
pected. The other is that the annual .in- 
come is higher.” 


Among the more interesting facts turn- 
ed up in the survey was that only 5% 
of the shareholders own no other securi- 
ties. In answer to the question: “Do you 
own other stocks besides Con Edison?” 
Ninety-five per cent said yes. Of these, 12% 
said they owned several (2 or 3), 37% 
said a few (3 to 10), and 51% over 10. 
Despite the fact that this data leads to 
the conclusion that most shareholders in 
this company are wealthy investors, the 
median yearly income was found to be 
$4700. A look at the distribution by occu- 
pation likewise disproves the wealthy in- 
vestor theory, Mr. Sutton said. 


“The most frequently mentioned occu- 
pation was housewife—this by 24% of all 
stockholders responding to the question- 
naire. The next two classifications at 19 : 





and 18% respectively were proprietors, 
including managers and officials, and re- 
tired persons. Professional and semi-pro- 
fessional workers comprised 16%; clerical, 
sales and kindred workers 13%. Further- 
more, we knew the median holding of Con 
Edison common stock to be 34 shares, rep- 
resenting capital at today’s market of 
about $800, which again indicated modest 
means. 


Does not this fact, that only 5% of the 
stockholders are exclusively ours, empha- — 
size that we are in competition for favor 
with the stockholders of a large number 
of other companies? 


FINANCIAL MEN INFLUENCED 


NOTHER interesting finding was how 
Dm people happened to become stock- 
holders: 87% purchased it, 3% acquired it 
by gift, 9% by inheritance, and 1% by 
distribution from another company. What 
influenced the decision of those who bought 
the stock? The replies showed that 58% 
bought on the basis of personal recommen- 
dation. 34% of this advice came from 
brokers and 10% from bankers. Friends 
and relatives accounted for 23% and 22% 
respectively. Assuming that some of these 
45% friends and relatives are also brokers 
and bankers, over half the stock was 
bought on the advice of members of the 
financial community. 


The survey convinced the company that 
the great majority of its shareholders are 


“ And no more ‘atti ‘P.S. YOU LUCKY STIFFSI!’ at 
the ends of these dividend declarations, Miss Glemm!” 
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straight investors. 64% of the respondents 
said they were holding the stock primarily 
for income, 35% for both income and ap- 
preciation. and only 1% on a speculative 
basis. In addition to recommendations, 
33% said they had been influenced to buy 
the stock by the company’s dividend rec- 
ord, 27% by faith in the public utility 
industry, 18% by the company’s financial 
condition, and 12% by the territory 
served. These answers all seem to boil down 
to a desire for stability of income and se- 
curity of investment. 


RESULTS FOUND GRATIFYING 


UERIED as to whether or not they 
() rout purchase more Con Edison 

stock, 74% said yes and 38% condi- 
tioned their reply on whether they had 
available funds. 23% said no because they 
logically preferred diversification, and a 
number of the remainder said that they 
felt the industry was too heavily regulated 
and vulnerable to inflation. 88% said the 
company was giving its shareholders ade- 
quate information and almost all endorsed 
the company’s present dividend enclosures, 
welcoming letter, and other stockholder re- 
lations activities. Mr. Sutton felt that on 
the whole response was most gratifying 
and the number of discordant notes set off 
was only normal. 


In closing, the speaker quoted from a 
state regulatory commission report in 
which it bespoke further efforts to bring 
about utility rate reductions since “the 
cost of these services are an important 
element in every family budget.” Taking 
issue with the report as to the importance 
of utilities in the budget, and urging that 
the utility stockholder likewise be accord- 
ed recognition by the commissions, he said: 


“As far as our company is concerned, the 
typical (median) individual stockholder 
owns 34 shares. That means he is now re- 
ceiving $54.40 a year in dividends. We 
found that he is the owner of several stocks, 
so it is safe to assume that his dividend 
income may be several hundred dollars a 
year. Surely dividends make a far larger 
contribution to his family budget than his 
utility services cost him.” 
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“Experience is the child 
of Thought, and Thought 
is the child of Action...” 


—Disraeli 


Investment problems of individuals and in- 
stitutions differ. However, the approach to 
their solution remains the same: viewing the 
specific problem from every angle and de- 
termining a course of action from a con- 
sidered assessment of the whole. 


This approach to the varied objectives of 
our many clients has proved its effectiveness 
over the years. It has been accomplished by 
a scrupulous attention to market trends and 
economic factors that play their part in in- 
fluencing those trends. Moreover, this 


knowledge is buttressed by our experience in 
the daily handling of a large volume of 
transactions. 


Such a continuing devotion to the prin- 
ciple of thoroughness is, we believe, of real 
value to investors with a planned goal in 
view. Should you be among this group, we 
will welcome the opportunity of serving you 
faithfully and well. 


R. W. Pressprich & Co. 


68 William Street 201 Devonshire Street 
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THE ART of ESTATE PLANNING 


Its Past and An Estimate of Its Future 


MAYO A. SHATTUCK 
Haussermann, Davison & Shattuck, Boston 


[Mr. Shattuck spoke nearly two hours and space prevents our re- 
production of his complete address. The first half of his remarks dealt with 
the history and development of the testamentary and inter vivos trust 
device from the feudalistic economy down to modern times. The balance 
of his address is set forth below in substantially complete form. Ed. Note.] 


N professional trust circles there is a 
] tae suspicion that the duty of the 
trustee is no longer merely to preserve the 
identical res, or even to preserve the origin- 
al values of a trust portfolio, but rather to 
manage the trust property in such fashion 
that fluctuations in the purchasing power 
of the dollar may, in part at least, be com- 
pensated for. There are, as yet, no wide- 
spread signs that this type of approach 
is being seriously considered in the insur- 
ance field, but it may well be that invest- 
ment and contract practices are going to 
be molded to take into account, in some 
degree, the central fact, that the thing 
which the beneficiary needs to receive is 
not a stated number of dollars, but a reason- 
able quantity of purchasing power. 

Partly because of the way in which the 
national tax laws operate, notably the in- 
come surtax, and partly because the Ameri- 
can entrepreneur always spends his chief 
energy and most of his life in constructing 
his own enterprise at the expense of every- 
thing else, we are seeing a day in which 
the properties left behind by the heads of 
American families are less likely to be 
balanced portfolios of capital assets and 
are more likely to be going businesses. The 
problem of modern trusteeship and, to a 
large extent, of modern estate planning is 
therefore likely to be not so much one of 
safe conservation of assets, although con- 
servation must always play its part, as it 
is one of alert and successful management 
of going businesses. 

For one example, the typical stock pur- 
chase survivorship arrangement, financed 
by insurance, which is a very useful device 
indeed, is no longer the be-all and end-all 


Excerpts from address before Boston Life Insurance and 
Trust Council, May 11. 
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of planning for business in estates. Rather 
you may have sensed a reluctance on the 
part of the average American proprietor to 
see his business interests immediately li- 
quidated at the time of his death and to 
see his beneficiaries placed upon what the 
thin broth of Government bond yield. The 
American proprietor seems, now-a-days, to 
be trying to find ways and means not to 
terminate his business interests and resolve 
them into dollars when he passes away, but 
rather to arrange for a continuation of his 
business interests with a reasonable yield 
and some degree of safety for his family. 


Lawyers, accountants, trust men and in- 
surance men must, therefore, get hold of 
the idea that our estate planning arrange- 
ments are not going to accomplish the ser- 
vice which is expected of them if they do 
nothing more than to pay obligations and 
preserve values on an old-fashioned dollar 
basis.They must be progressive and alive 
to the possibilities of future earnings, fu- 
ture developments—indeed, future expan- 
sions. We will, in my opinion, see more and 
more emphasis upon the sort of planning 
and drafting which will attain this goal. 
We will see fewer and fewer men who wish 
merely to preserve the savings of a life- 
time. We will see more and more of men 
who wish to provide ways and means of 
continuing management for their active 
business interests. 


THE ESTATE PLANNING TEAM 


T goes without saying that in the days of 

feudalism estate planning as a free art 
was practically non-existent. The persons 
who did the relatively small amount of’ 
planning and legal writings were especially 
patented and licensed by the authorities at 
the top ofthe pyramid. Those persons“wereé 
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the predecessors of the modern lawyer. 
Their work was very simple indeed, since 
the iron-bound custom and laws of the day 
and the secluded and static economy of the 
day kept them within very narrow limits 
in their endeavors. 


It was as a part of the broad commercial 
expansion of the years of Victoria’s reign 
that the insurance adviser, the trust officer 
and the public accountant made their im- 
portant appearance. Estate planning has 
become essentially a team operation. There 
is a role to be played by each member of 
the team. I have noted a good deal of con- 
fusion on this subject and it is high time 
that we should clearly see what each man 
has to contribute and the extent to which 
the activities of each man should be limited. 


I shall speak of the lawyer first because 
the control of the devolution of property is 
necessarily a legal operation. The lawyer 
must have some working knowledge, but 
cannot be expected to have too much, of 
the arts of accountancy, of the science of 
insurance and of the profession of expert 
management of property. He must take the 
ultimate responsibility, however for joining 
the product of all of those arts into a frame- 
work or vehicle which will safely preserve 
and fruitfully perform within the boundar- 
ies of law and custom. If any of the four 
members of the team, therefore, must be 
recognized as captain, it must be the law- 
yer, for his is the responsibility not only of 
providing the methods of expression, but 
also of deciding what is ultimately permis- 
sible. 


If, however, he is to be big enough to 
measure up to that responsibility he must 
realize his own intellectual deficiencies. He 
must call upon the experts in the fields 
with which he deals and take from them the 
special advice which they are equipped to 
deliver. He must not believe that merely 
because he is a member of the Bar there 
is any monopoly, legal or otherwise, which 
will long protect a lack of skill or knowledge 
on his part. And he must welcome the spe- 
cial technical and collateral services which 
may properly be performed by other mem- 
bers of the team. 


Having barred himself, by his own wise 
regulation, from advertisement and from 
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sales practices of a commercial sort, he 
must welcome the advertisement and sales 
development which can be produced by his 
fellow workmen in the insurance and bank- 
ing fields, for it is most important that the 
average business man be made conscious of 
his duty to plan his affairs in advance of 
disaster. The insurance man, therefore, is 
entitled to seek for prospects by proper ad- 
vertising and to make suggestions with re- 
lation to the outline and formulation, par- 
ticularly of the financial aspects, of estate 
plans. The trust officer has the same right, 
particularly with relation to matters bear- 
ing upon administration of those plans. 
Each of those members of the team should 
bear constantly in mind, however, that 
when all contributions to the plan have 
been made by those who are especially 
trained to make them, the plan itself must 
finally be approved and expressed by the 
captain of the team — the person whose 
opinion is one of final and individual re- 
sponsibility. 


I have no doubt that the law which reg- 
ularly follows the dictates of the commun- 
ity will arrive at a proper balance in this 
vexatious and contentious matter. But a 
good deal will depend upon the attitude of 
each one of us as to when and how this 
happy balance will be achieved. Insurance 
underwriters have on occasion been guilty 
of accepting a final and full responsibility 
for estate planning which is cangerously 
close to, if not exactly within, the inexact 
boundaries known as the practice of the 
law. No insurance man has the proper or 
honest right to advise his customer, for 
example, that a series of insurance option 
settlements is invariably a sounder or better 
estate planning medium than an insurance 
trust if he has given that advice, as has 
sometimes been the case, because he fears 
to bring a lawyer into the case or because 
he feels that he will lose a sale if some 
alternative procedure is suggested to the 
prospect. No trust officer has the right 
properly or honestly to state that a co- 
trusteeship is invariably an unworthy and 
inoperable device for family and business 
planning if he has given that opinion be- 
cause he dislikes to see a sharing of com- 
pensation or of responsibility. 
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On the other hand, no lawyer has the 
right to “crack down” generally upon 
either insurance men or corporate fiduciar- 
ies or to claim, even impliedly, that he can 
perform all of the services which other 
members of the team can supply wnless 
(and it will be a very rare case indeed) he 
is able bona fide and with complete honesty 
to say to himself that he alone, as one in- 
dividual, has complete mastery of all of 
those other arts. If lawyers take advantage 
of their so-called monopoly, without being 
fully prepared by training and study to 
discharge these new obligations, they are 
certain to meet the same result which is 
so widespread in the fiduciary arrangement 
field; i.e., a decreasing participation in the 
business. 


IMPROVEMENTS IN ESTATE PLANNING TOOLS 


HE best way to determine the extent 
Let improvement in our art would be 
to compare the types of estate planning in- 
struments which were current when you 
and I began our work with those today. 


First: In the old-fashioned instrument 
there almost never was any discretionary 
right to use, apply or expend principal for 
any beneficiary. The modern enlightened 
broadening of this cramped restriction upon 
the use of principal has been all for the 
good, both of individual beneficiaries, and 
of society. Anyone who now draws a will 
or trust or prepares an insurance option 
settlement which leaves the principal frozen. 
in rigor mortis for a period of practical 
perpetuity has demonstrated himself to be 
a very poor draftsman indeed. Yet there is 
still too much of that sort of writing and 
thinking. The key to defense is mobility 
and flexibility. There is no magic in the 
preservation of principal for some remote 
and presently unascertained beneficiary if 
that preservation is to be at the expense 
of comfort and maintenance of those near- 
est and dearest to the grantor. 


Second: The boiler plate approach cus- 
tomarily divided the entire trust principal 
into inflexibly fixed shares. This was par- 
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ticularly common with relation to the period 
of time after the surviving wife had been 
foolish enough to remarry or unfortunate 
enough to die. That is also much too much 
a characteristic of insurance option settle- 
ment. By this unintelligent arrangement 
each child would receve one equal share, 
both of income and principal, and each one 
would get the principal outright upon at- 
tainment of majority, whether sick or well, 
bright or dumb, part way through college 
or just beginning college, off at war or 
working as a clerk in a brokerage house. 
This rigorous technique is no longer the 
vogue even if we must admit that too much 
of it remains. There are plenty of imagina- 
tive men in the world today who make a 
distinction between a boy’s share and a 
girl’s share; who provide that if on the 
death of the mother the children or some 
of them are still minors the family fund 
will be held together undivided until the 
kids are at least grown up and “on their 
own”; who provide that the shares shall 
be distributed in installments at varying 
ages; who provide that the trustees shall 
have power to decline to distribute princi- 
pal to a daughter who has made an unfor- 
tunate marriage or to a son who has wasted 
whatever has already been paid to him. 


DISINHERITING THE DAUGHTER IN-LAW 


HIRD: In the boiler plate document 
ion share of a deceased son of the 
grantor or testator customarily passed in- 
flexibly to his surviving issue, however 
young, however old, without any regard 
whatever for the position or problems of 
their surviving mother. That also is a pre- 
vailing characteristic of insurance option 
settlements. Time and again this produces 
the distressing family catastrophe of vest- 
ing a substantial sum of property outright 
in minor children, or in their guardians, 
while the faithful partner of the deceased 
son of the testator was left without a 
sou marquee just at the time when she 
needed it most. 

Here again we have made progress. 
Alert draftsmen provide the children of the 
testator with the limited powers of appoint- 
ment which the statute and regulations al- 
low so that the remainder of the child’s 
share can, if the child so wills, be devoted, 
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to some degree at least, to the care of the 
child’s surviving spouse. Yet I think the 
use of the limited power of appointment is 
still much too rare. 


This matter of powers of appointment is, 
of course, receiving a fresh survey as a 
result of the Revenue Act of 1948. We shall 
now see a great deal more, I hope not too 
much, of a technique which permits the 
surviving spouse to exercise a full general 
power of appointment over a fraction of 
the family fortune. It is not a bad idea 
that the maternal head of the family be 
vested with a larger fraction of the family 
resources. The economic lot of the distaff 
side is difficult enough and becomes unbear- 
able when the masculine head of the house 
decides to be a little less than loyal and 
circumspect in his actions. The possession 
by the wife and mother of a considerable 
fraction of the family assets is likely to 
have a sound tendency to discourage cert- 
ain of these wayward actions. I therefore 
welcome the community property approach 
and it is my opinion that it is likely to 
prove permanent, not only because it rep- 
resents an attempt to remedy a national 
discriminatory defect of worrisome propor- 
tions, but because it probably represents, 
also, a developing social attitude on the part 
of the men of the country. 


SUCCESSOR TRUSTEES — AND DUTIES 


OURTH: The boiler plate instrument 

almost never provided precise ways and 
means either for resignation of the trustee 
or for appointment of successor trustees. 
Certainly it won’t do to have the life tenant 
in a position to appoint the master not 
only of her own fate, but.of that of the 
remaindermen. Certainly it is unintelligent 
to allow some court to intervene with what 
may be a most unfortunate or undesirable 
appointment. Probably it is wise to allow 
the board of trustees to be self-perpetua- 
ting, perhaps with a veto power residing 
in the beneficiaries. But if the power to 
appoint successors is to be lodged in the 
trustees they should be given some mechan- 
ical assistance by the testator or grantor, 
either by way of a list to be left in the 
hands of the trustees or by way at least 
of specifications which would control the 
appointment. 
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Fifth: The old-fashioned boiler plate in- 
strument never dreamed of dividing duties 
among a board of trustees, each according 
to her or its special qualifications. Nowa- 
days we know that it may be intelligent to 
divide trust duties. The corporate fiduciary 
does the routine administrative work bet- 
ter than the individual trustee can hope 
to do it. The complex literature of the in- 
vestment world and the terrific require- 
ments involved in government reports have 
placed an intolerable burden upon the 
shoulders of the individual trustee. 


But it doesn’t follow that the bank is 
best prepared, acting alone, to grapple 
with the family “headaches.” An officer in 
a bank may be skilled in human relations 
and may have all the good will in the world, 
but he may lack, indeed he must be ex- 
pected to lack, the intimate knowledge of 
the family circle and the working acquaint- 
ance with strong and weak points of the 
individual beneficiaries which an old family 
friend or adviser might fairly be expected 
to possess. The question as to whether 
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Johnny is to have violin lessons, or Mary 
is to have a trip to Europe, or just what 
amount of principal is to be given to the 
widow, or just what amount of property is 
to be devoted to straightening Susie’s 
teeth, are questions which might well be 
left, both for the good of the corporate 
fiduciary and for the good of the family, 
in the hands of individual co-trustees. Con- 
versely, the individuals, depending on who 
they are, may be worse than useless in at- 
tempting to invest the trust funds. One 
answer to this difficult problem may well be 
that the instrument be drawn so that the 
duties are divided among the trustees. 


ADVANTAGES OF REVOCABLE TRUST 


IXTH: Within the past few years we 
Gave seen a most interesting develop- 
ment of the amendable and revocable family 
trust. Imagine, for example, the situation 
of a man who has the controlling interest 
in a small proprietary corporate business, 
some insurance, a few securities, a wife, 
one or two children and the ordinary per- 


‘on. on the 


provisions of the 1948 Revenue Ae 


Facts of the limitations on gift tax credit .. . 
deductions . . . passing interest in property . 


marital 


. . and concise 


interpretations of exceptions allowed under the new act. 


Montgomery’s Federal Taxes- 
ESTATES, TRUSTS and GIFTS 


The new 1948-49 issue of this annual estate tax 
publication is a complete and comprehensive analysis of the 
1948 Internal Revenue Act. It brings you up-to-date on all 
developments in relation to estate taxation and planning... 
transfers, valuation, deductions, rates, credits and determina- 
tion of the tax. It gives counsel and recommendations on what 
can and should be done regarding the revision of 
Life Insurance to retain the benefits of ‘marital 


deductions’. 


1948-49 issue ready in December... reserve your copy today. 


THE RONALD PRESS COMPANY 


JULY 1948 


1S East 26th Street 
New York 10 





Bank oF New York 
AND 
FietH AVENUE BANK 


Founded 1784 


FOUR CONVENIENT OFFICES 


48 Wall Street 
530 Fifth Avenue 


63rd Street and Madison Avenue 
73rd Street and Madison Avenue 


Member Federal Deposit Insurance Corporation 


Experienced personnel in fully- 
equipped trust departments of Bank of 
America offer you California’s most 
complete trust service. Branches are 
located at strategic points through- 
out the state. 


Bank of America 
NATIONAL TRUS? ASSOCIATION 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL RESERVE SYSTEM 


MAIN OFFICES IN THE TWO RESERVE CITIES OF CALIFORNIA 
SAN FRANCISCO - LOS ANGELES 


sonal and real properties which go along 
with an average American family. What 
would such a man obtain by the use of an 
old-fashioned will? He would obtain pub- 
licity upon his death as to all aspects of 
his business; expensive delays and red tape 
in the probate court; a wastage and general 
all round lack of efficiency which very 
often is fatal to the preservation of his 
business, or to the protection of his family, 
or both. 


What does he obtain, contrary-wise, if 
he places his corporate shares in the hands 
of a trustee of a carefully drawn revocable 
trust? He obtains economy, speed, and effi- 
ciency. The property in the trust never goes 
through the probate court. There are no 
executors fees; no compensation for guard- 
ians ad litem. He obtains privacy, for the 
same reason. He obtains experience with 
the team who are going to manage his 
affairs after his death. He obtains per- 
sonal protection from a standing legal ar- 
rangement if he becomes sick or incapaci- 
tated. There is every assurance, from the 
moment when he signs the revocable trust, 
that the whole vehicle is created, ready to 
roll. 


I have a strong conviction that the re- 
vocable trust, which has developed into its 
full flower only during the past 10 or 15 
years, is one of the most useful, perhaps 
the most useful, of the legal estate plan- 
ning tools. Because of the fact that the 
revocable trust does not save taxes the 
estate planners who are greedy for tax 
savings have tended to overlook it. But it 
can be used in many forms, with or with- 
out insurance, and it is a device which is 
exceedingly useful and valuable in some 
jurisdictions. It may even have the advan- 
tage, depending upon local law, of pro- 
tecting the property placed in the revocable 
trust from the claims of future creditors 
of the transferor.* It is particularly useful, 
of course, in the case of elderly people, or 
in the case of a person departing from the 
country on war or on business, because it 
has the virtue of standing on its own feet 
is not subject to will contests and is not 
subject, as is the ordinary power of at- 
torney, to automatic revocation by death. 


*See Shattuck, “The Revocable Trust,” Feb. 1943 Trusts 
and Estates 189; March 1943 Trust Bulletin 7. 
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BUSINESS INTERESTS 


EVENTH: It may be true in a number 
Sor cases that a business man feels that, 
when his controlling hand has been re- 
moved, it would be wiser and safer for his 
family to have their modest stake of capi- 
tal in some other and more diversified con- 
dition. On the other hand, it is very easy 
to overdo that concept. If one takes, for 
example, the normal type of purchase and 
sale survivorship agreement, one perceives 
that while the estate of the decedent has 
been taken out of the picture neatly and 
cleanly and with a stated amount of cash, 
the practical fundamentals of the situation 
are as follows: 


The survivor continues to receive a sal- 
ary, the survivor becomes the sole propri- 
etor. The family of the decedent almost 
immediately ceases to receive any day to 
day earnings as a result of the labors of 
the decedent; the family of the decedent 
is required to retrench and cut living 
standards; the proceeds of liquidation are 
placed in a diversified portfolio with a 
yield at best of something less than half 
of what the same amount might earn in a 


continuation of the enterprise. 


If a sound management arrangement can 
be devised for joint account with a clear 
fixation of rights and responsibility upon 
the part of the survivor and with proper 
representation of the interests of the de- 
cedent and some well-balanced and farsee- 
ing fiduciary the curse of this immediate 
liquidation and retrenchment might well 
be abated. 


[Here Mr. Shattuck began discussion of the 
role of insurance in estate planning and made 
the following recommendations with relation 
to insurance. ] 


LIBERALIZING COMPANY PRACTICES 


S I see things, the life insurance home 

offices have not been wholly intelligent, 
let alone generous, in their attitude toward 
the use of insurance in forms other than 
option settlements. Their viewpoint even 
now must reluctantly be described as 
cramped. They strongly favor the contract 
options; they dislike to deal with trusts. 
They dislike to allow trustees to have ac- 
cess to the options. They have this attitude 
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AN OPEN LETTER 
TO OPEN MINDS 


Why all the enthusiasm in trust cir- 
cles about the Revenue Act of 1948? 
Is this new law really as revolutionary 
in its effect on estates and trusts as so 
many people claim? 

Yes, it is, because every person of 
wealth must review his estate plan to 
determine whether or not he should re- 
draft his will to gain the benefits avail- 
able under the new law. 

But more to the point, it is particu- 
larly important in the development of 
new trust business. In fact, the new 
Revenue Act offers the best sales story 
that’s ever come your way to build up 
your trust earnings. The provisions of 
the law and their effect on estates and 
trusts will mean a welcome increase in 
trust business — providing they are 
used to that end. 

If you’re one of the many trust-mind- 
ed bankers who are casting about for 
the best way to use these tax changes in 
new business development, perhaps we 
can help you. For eighteen years, we’ve 
helped scores of other banks and trust 
companies successfully build up their 
trust profits. One of the results of this 
long experience has been the monthly 
publication of TAX TALKS, specially 
created to aid in obtaining profitable 
new trust business. 

For example, immediately after the 
passage of the new law, TAX TALKS 
gave a full explanation of the tax sav- 
ings allowed by the Marital Deduction. 
It was written not for a tax expert, but 
for the prospect. No technical language, 
only a simple, easy-to-understand dis- 
cussion of this outstandingly important 
subject. 

If you would like to see how you can 
use this revolutionary topic to get new 
business, thru TAX TALKS, just write 
for a copy. Drop us a note right now 
and a copy will be sent to you at once, 
without obligation of course. 


J. K. SINCLAIRE, President 


KENNEDY SINCLAIRE, INC. 


New Business for Banks 
140 Cedar Street, New York 6, N. Y. 





partly because of certain legal apprehen- 
sions, partly because of economic threats 
to their underwriting calculations which 
might exist if a great body of trustees were 
to move at once in a given direction. 


It may fairly be said, however, that 
home office practices are becoming more en- 
lightened and elastic. It is getting to be 
understood that an intelligent thing to do 
in certain types of cases is to leave part 
of the grantor’s life insurance on interest 
or annuity options, taking pains to select 
the best and usually the oldest policies, and 
place the rest of the insurance in a trust 
where it can be marshalled as a family 
fund ready for use as to income or princi- 
pal or both, according to current emerg- 
ency. Indeed, there are a good many com- 
panies which will work out special ‘ar- 
rangements today for pouring into a trust 
fund any unexhausted or excess amounts 
which remain under the option settlements. 
And there are a few companies which now 
undertake to afford the trustees under a 
family trust as much right, or nearly as 
much right, under the option provisions, as 
are afforded to the assured himself or to 
his beneficiaries. 


We probably have a right, therefore, to 
be optimistic as to the future use of in- 
surance in intelligent estate planning. 
Certain things are needed, to be sure, one 
of them a greater and more imaginative 
education upon the part of the underwrit- 
ers. But here also we see signs of happy 
development. This type of meeting is 
worthy of observation. The school sessions 
inaugurated at the University of Connecti- 
cut by the C.L.U. constitute another cheer- 
ing example. We need, however, a more en- 
lightened viewpoint on the part of home 
office counsel, company executives and un- 
derwriters themselves. 


REMOVE TAX DISCRIMINATION 


UT chiefly we sorely need a more en- 
lightened national tax policy. I have 
tried to call public attention to discrimin- 
atory attitude of our Federal tax laws to- 


ward life insurance. The repeal of the 
special life insurance exemption and more 
recently the enactment of this year’s Rev- 
enue Act have called to the attention of 
every estate planner the fact that Congress 


has been willing not only to deprive life 
insurance of a preferred status under the 
law but has also been willing actually to 
place life insurance in a position which is 
less favored than that occupied by other 
personal property. 


It is now the law that a man can’t even 
give away a life insurance policy, even 
though he pays a gift tax on the transac- 
tion, with assurance that the proceeds will 
not be taxable again to his estate. You 
can’t do for life insurance, in other words, 
what you could do for any other contract 
right. This sort of discriminatory evil 
again puts in its appearance in the 1948 
Act. What is more the impact of certain 
of the lines of tax cases in the field of 
insurance is nothing short of devastating. 

These inequalities should be straightened 
out forthwith. Indeed, I believe that Feder- 
al tax laws should give a definite premium 
to the acquisition of proper amounts of in- 
surance. The New Deal tax philosophy 
undertook, according to its proponents, to 
give the ordinary man a chance and to 
make the rich man pay his full proportion- 
ate share of the cost of government. It has 
succeeded, so it seems to me, in achieving 
in this respect the exact opposite of its goal. 
The person who inherited a very consider- 
able amount of property can keep it and 
can realize profits upon it and use those 
profits for the payment of current expenses 
at a relatively low bracket of taxation, but 
the so-called average man who is attempt- 
ing to build out of his own efforts any 
kind of modest family protection fund is 
under a constant handicap because of the 
way income surtaxes operate. 

What would be wrong with giving a 
man who can build only a very modest 
estate out of his earnings a reasonable de- 
duction for life insurance premiums paid, 
if those life insurance premiums are in 
fact devoted to the protection of his sur- 
viving family? Such an exemption would 
conform with a sound and enlightened pol- 
icy. What would be wrong with the grant- 
ing of some reasonable exemption to life 
insurance proceeds which are in fact actu- 
ally used to pay estate taxes? Uncle Sam 
has his burden greatly reduced by receiv- 
ing cash outright in his estate tax collec- 
tions rather than having to liquidate bricks 
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and mortar at a fraction of their value to 
get his due. It seems to me that a sound 
national policy would be to encourage the 
young man of each generation to build a 
reasonable protective fund for his own de- 
péendents and to give him a premium. for 
arranging his affairs so that Uncle Sam’s 
collection burdens would be lightened. 


I should like to see all persons having 
to do with the art of estate planning con- 
centrate their thinking upon this subject 
and force upon the legislative bodies of 
the country, including Congress, a consid- 
eration of the subject. After all, Congress- 
men are human beings. They also have 
families. They also have limited incomes. 
They also are worried about what will hap- 
pen to their precious broods if anything 
happens to them. They should listen, and 
in my opinion will listen with attentive ears, 
to any proposed adjustment which is based 
upon sound thinking and which is just if 
not generous to the average man of the 
United States. 


Bar Relations Improved 


“YOUR FIDUCIARY COMMITTEE prepared a state- 
ment of policies based upon those adopted by 
the National Conference Group formed by the 
American Bas Association and the American 
Bankers Association, Trust Division, with cer- 
tain additions, which was submitted early in 
October, 1947, to all banks having trust de- 
partments. Worthy of particular mention, one 
of the additional policies called for the review 
of all corporate fiduciary advertising in ad- 
vance of publication by a member of the bar 
acting in conjunction with the committee. 


The statement of policies has been approved 
by practically all the banks doing a trust bus- 
iness, representing over 99 per cent of all 
trust assets held by banks in Massachusetts. 
James B. Brown, Esquire, was appointed to 
act with the committee in reviewing adver- 
tising. The plan has worked beautifully and 
all parties concerned have co-operated fully. 
We know of no adverse comment or complaint 
and the results have been so effective that for 
the first time in several years no bills seeking 
to limit or prohibit advertising or the solicita- 
tion of business by corporate fiduciaries have 
been presented to the Legislature this year. 
The work of this important committee has been 
financed by the banks directly interested.” 


WILLIAM D. IRELAND, president, Massachusetts 
Bankers Assn. at annual convention, May 1948. 
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Any Trust Officer knows that the best inten- 
tions in the world cannot be a substitute for knowledge and ex- 
perience in his specialized field. Connecticut General Life Under- 
writers know how to work with a Trust Officer because their train- 
ing and experience all point toward a thorough understanding 
of the factors that enter into estate analysis and planning, 
business insurance, pension trusts and other types of employee 
retirement plans. Because of their familiarity with the problems 
inherent in this type of work, they know how to coordinate 
their efforts successfully with those of Trust Officers and Lawyers. 
In short, they know where the Life Underwriter’s work begins and 
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And so we say with assurance, if the card reads Connecticut 
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ESTATE ANALYSIS 


in ACTION 


Need for Insurance as Affected 
by Marital Deduction 


HEMAN T. POWERS. 


Powers System of Estate Analysis, Cleveland 


enue Act, individual life underwriters, 
local, state and national associations, Home 
offices and tax specialists have been asking 
each other to what extent will the need for 
insurance be decreased by the Marital De- 
duction and what new uses for it will be 
created. 

I still hold to the belief that the value 
of the estate must be measured by its 
ability to provide the means whereby its 
beneficiaries can maintain an adequate 
standard of living—its purchasing power— 
and that the efficacy of an estate plan de- 
pends upon the extent to which such pur- 
chasing power is conserved or augmented. 
I hold to the belief that the significance of 
any estate problem or corrective procedure 
is in direct ratio to its impact on spendable 
income and that consideration must be 
given to all factors which are adverse to 
such purchasing power. I believe, further, 
that the utility of life insurance is largely 
in direct ratio to its ability to replace earn- 
ing or capital losses, and to stabilize pur- 
chasing power. 

In the light of this, it would seem logical 
to appraise the effect of the new law on 
life insurance in terms of the factors which 
are adverse to. such purchasing power be- 
cause in the majority of cases life insur- 
ance has proved itself to be either the only 
or the most advantageous solution. 


Senue the enactment of the 1948 Rev- 


TRANSFER COSTS 


SSUMING that it is practical to take 
fein of the maximum deduction, 
and assuming that the liquid assets of the 
estate are sufficient to fund the estate lia- 
bilities, as they would be without such de- 
duction, the following gives the approxi- 
mate effect in terms of purchasing power 
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in estates of from $200,000 to $1,000,000, 
with no consideration being given to 
shrinkage at the subsequent death of the 
surviving spouse. 


EFFECT OF MAXIMUM MARITAL DEDUCTION 
ON ESTATE PURCHASING POWER1 
Tax After 
Tax on Maximum Reduction Income on 


Entire Marital in Amount of 
3 Tax Reduction® 


Amount? Deduction* 
$31,500 $ 4,800 $26,700 $801 
41,600 1,248 


59,100 17,500 
87,700 31,500 56,200 1,686 
116,500 45,300 71,200 2,136 
145,700 59,100 86,600 2,598 
103,400 3,102 


176,700 173,300 
119,200 3,576 


206,900 87,700 
238,900 102,100 136,800 4,104 
153,800 4,614 


270,300 116,500 


Adjusted 
Gross 
Estate 
$ 200,000 
300,000 
400,000 
500,000 
600,000 
700,000 
800,000 
900,000 
1,000,000 
*Assumed that principal saved is investible in persistent 
sources of income. 


Tax less maximum credit for State taxes paid. 
‘Before income tax and at rate of 3 percent per annum. 


If there is no discrepancy between the 
amount of income required for an adequate 
living standard or if the tax saving exting- 
uishes it, the maximum Marital Deduction 
would obviously be the primary solution to 
the problem of providing adequate pur- 
chasing power. On the other hand, it is not 
unusual to find such a wide discrepancy 
that the entire elimination thereof by 
means of life insurance is neither practical 
nor possible. In such event, the Marital 
Deduction will merely augment purchasing 
power that otherwise could not be obtained. 


CONVERSION 


ONVERSION of estate property is the 
Cn adverse factor for which life in- 
surance is either an offset or a preventive. 
It is generally converted for the following 
reasons: 





“Best salesman we ever had! First he 
reads his client's future and gets him 
so worried he signs immediately!” 


COPYRIGHT 1948 CARTOONS-OF-THE-MONTH 


to eliminate assets which, if re- 
tained, will jeopardize the estate 
fund; 


to eliminate an asset which fails 
to conform to the requirements of 
“prudent investing” when there is no 
authority to retain or such author- 
ity is inadequate; 

(c) for purposes of distribution, 


(d) to fund the liabilities or cash re- 
quirements of the estate. 


If it is necessary to convert estate prop- 
erty to protect the fund, to eliminate assets 
which fail to conform to the requirements 
of “prudent investing,” or for purposes of 
distribution, and enough cash is realized 
thereby, the cash requirements of them- 
selves will not create an unfavorable liquid- 
ation situation. Therefore, a mere reduc- 
tion of taxes may not extinguish the need 
for life insurance as an offset to the capital 
shrinkage incident to such conversion. 


OTHER FACTORS 


VEN though “fixed charges” and “in- 
es taxes” have a bearing on the 
spendable income of the estate beneficiar- 
ies, they are obviously not affected by the 
Marital Deduction. 

Since the ability of estate beneficiaries 
to maintain a standard of living must be 
predicated on persistent income, the propor- 
tion which the assets whose productivity is 
sensitive to business activities, economic 
changes or changes in the buying habits of 
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the public, to the total residual estate, is 
significant. In every instance where the 
bulk of the income will be derived from 
assets of this type, any tax savings result- 
ing from the Marital Deduction, as the 
above tabulation shows, will have little 
influence upon the ability of the beneficiar- 
ies to maintain a desired standard of liv- 
ing. Neither will it eliminate the elements 
which may be responsible for the ultimate 
failure of an asset. 


EFFECTS ON INSURANCE 


N the light of the above, it would seem 
Tinet the Marital Deduction will have little 
or no effect upon the need for life insurance 
if consideration is given to all adverse 
factors and to the transfer of purchasing 
power rather than that of principal. The 
life underwriter, however, who is content 
to measure the estate problem only in terms 
of taxes and their impact upon the problem 
of liquidating the estate, will find that his 
opportunities have been greatly curtailed. 

The Marital Deduction will make it ne- 
cessary for the life underwriter, whose 
prospects and policyholders possess taxable 
estates, to become an estate analyst. I do 
not think that he can give consideration to 
the taxability of present and proposed in- 
surance without a computation of the Mari- 
tal Deduction, which, in turn, requires 
among other things: 

(1) an examination of each asset as to 

its qualification; 

(2) the computation of the Adjusted 

Gross Estate which entails, 

(a) a determination of the Gross 
Estate and in connection there- 
with a classification of the assets 
as to their includibility, 

(b) the value of each for tax, which 
involves consideration of the 
probability of conversion as well 
as an estimate of the probable 
realization therefrom, 

(c) the assembly of all the deductible 
items, 

(3) a consideration of the assets which 

can best be included in the deduction. 

(4) a knowledge of the probable post- 

probate estate and the liquidity of 
that portion which will be taxable 
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at the subsequent death of the sur- 
viving spouse. 


A NEW CORRECTIVE PROCEDURE 


HERE is a question as to the type of 
Tate to be given to the estate owner. 
Since the consideration of corrective pro- 
cedures should be preceded by analysis, the 
estate should be put to the acid test of 
an hypothetical administration with consid- 
eration being given only to the deduction 
that will be allowed as the estate now is. 
The analysis having been completed, the 
relative advantages or disadvantages of 
the maximum deduction will be apparent. 
I venture to predict, however, that it will 
often be found more efficacious for the 
estate owner to purchase life insurance in 
the amount that he would save through the 
use of the maximum Marital Deduction. 


As I see it, the deduction is a corrective 
procedure and should be treated as one of 
a number of means by which the estate 
purchasing power can be increased, instead 
of the objective for the revision of the 
estate. 


It is, I believe, a mistake to make drastic 
revisions in current estate plans before the 
issuance of the regulations. The revision 
of the present Revenue Law which is now 
under consideration should also be taken 
into serious account. A determination of 
the present qualification of the interest 
passing to the spouse will largely depend 
upon the terms of the will, trust or contract, 
and the practicability of the maximum de- 
duction will likewise depend upon the terms 
of the revised instruments as well as the 
impact of local laws. The informed under- 
writer can be of substantial assistance to 
the attorney and the latter can supply what 
the underwriter lacks. 


COMMUNITY TRUSTS in the United States and 
Canada, at the close of 1947, administered as- 
sets of $81,362,269 as compared with $77,835,- 
014 in 1946, according to a survey published 
by the New York Community Trust. Disburse- 
ments rose from $2,205,459 in 1946 to $2,250,- 
169 in 1947, with New York, Chicago and 
Cleveland the three leading distributing cities 
in respective amounts of $594,019, $368,542 
and $301,240. 
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The firm of Harry Winston, Inc. has been for many 
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We offer the services of our experts who are especially 
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TAXATION of COMMUNITY PROPERTY 
‘Under Revenue Act of 1948 


SAMUEL TAYLOR 


of San Francisco and Los Angeles; formerly Attorney with Bureau of Internal Revenue and 
Professor of Taxation at Loyola University School of Law 


HE Revenue Act of 1948 provides that 

for income tax purposes the basis of 
community property, where at least one- 
half thereof has been included in the gross 
estate for estate tax purposes, shall be the 
value at death (or one year thereafter if 
the optional valuation date is chosen) for 
the entire amount of community property. 
This change is effective retroactively from 
the date of the enactment of the Revenue 
Act of 1942, to wit, October 21, 1942.1 


Prior to this change the basis in the 
case of new-type community property? was 
for one-half the property the value at 
death (or one year thereafter) and for 
one-half the original cost. In times of ap- 
preciation in values, such as we have had 
for the last few years, this is a provision 
of distinct advantage to taxpayers. In such 
times it is a point in favor of spouses hold- 
ing property as community property rather 
than in tenancy in common, joint tenancy 
or as separate property. 

The 1948 Revenue Act restores for 
estate and gift tax purposes the law exist- 
ing prior to the Revenue Act of 1942 with 
regard to the estate and gift taxation of 
community property. The distinction be- 
tween so-called old and new-type commu- 
nity property again becomes important, 
but the importance now becomes purely 
theoretical in a case where one-half the 
property is left to the surviving spouse 
either in fee or in a trust for life with a 
general power of appointment in the 
spouse. Where community property is left 
to someone other than the _ surviving 
spouse, or else to the surviving spouse but 
neither in fee nor in a trust with a life 
estate and a general power of appointment, 


Excerpts from address before Annual Meeting of Trust 
Division, California Bankers Association, May 17. 


1Its retroactive application is not to reduce the basis 
below what it would otherwise be. 


2Post-July 29, 1927, community property in California. 
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the distinction becomes important because 
in such cases all the property not merely 
one-half thereof is taxable if it is old-type 
community (or separate) property. 


In the case of new-type community prop- 
erty, upon the death of either spouse only 
one-half is includible in that spouse’s gross 
estate. Likewise, a gift of new-type com- 
munity property is considered as made 
one-half by the husband and one-half by 
the wife. There is thus for estate and gift 
tax purposes a splitting of the property 
between husband and wife in the case of 
new-type community property without re- 
sort to the mechanics of the “marital de- 
duction.” 


THE MARITAL DEDUCTION 


HE Act contains specific provisions 

making it impossible for a marital de- 
duction to be obtained on the basis of 
property which is new-type community 
property. This is accomplished by exclud- 
ing from the adjusted gross estate on the 
basis of which the marital deduction is 
determined all property held as new-type 
community property. Also excluded from 
the adjusted gross estate for the purposes 
of determining the marital deduction is 
property which during the calendar year 
1942 or after the enactment of the 1948 
Act was or is changed from new-type com- 
munity property to separate property. 


Without some such provision it would 
be possible to have new-type community 
property changed into separate property 
without any gift tax and then to include 
in the gross estate only one-half the com- 
munity property, and yet obtain a marital 
deduction for the separate property by 
leaving it outright or in trust for life 
with a general power of appointment to 
the spouse. This result is prevented by 
treating such separate property as com- 
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munity property, so that it does not enter 
into the computation of the marital deduc- 
tion. 


If, however, the new-type community 
property were changed into separate prop- 
erty prior to 1942, three-fourths of the 
property can be transferred to the surviv- 
ing spouse free of estate and gift tax. I 
understand that the reason that the year 
1942 was included was because of the 
great number of transfers from commu- 
nity property to separate property in anti- 
cipation of the passage of the Revenue 
Act of 1942 and the consequent taxing of 
the entire amount of new-type community 
property to the husband. 


To the rule that, unless an outright fee 
or a life estate with a general power of 
appointment is left to the surviving spouse, 
no marital deduction may be taken. There 
is one important exception, the common 
disaster provision. A provision that, in 
case of a common disaster or the death 
of a surviving spouse within a six-month 
period after the death of a first spouse, 
the property should go over does not make 
the interest of the surviving spouse a 
terminable one. 


Problems of valuation of the interest 
of the surviving spouse arise in connection 
with determining the amount of the mari- 
tal deduction. If the Federal estate taxes 
or the State inheritance taxes are payable 
out of the property bequeathed to the sur- 
viving spouse, the amount of the marital 
deduction is the value of the bequest less 
taxes. Likewise, if the property bequeathed 
to the surviving spouse is encumbered, the 
amount of the encumbrance is deducted in 
computing the marital deduction. 


It might be advisable, therefore, in order 
to obtain the full benefit of the marital 
deduction, to have a provision in the will, 
if it be practicable to do so, that the taxes 
be paid out of the portion of the estate 
not passing to the surviving spouse and 
to leave to the surviving spouse unencum- 
bered property. 


PROPERTY PREVIOUSLY TAXED 


N the case of new-type community prop- 
erty, the elimination by the 1948 Act 


of the deduction for property previously 
taxed gis of importance only in a case 
where the deceased spouse’s half of the 
community property is left either outright 
to the surviving spouse or placed in a trust 
subject to a general power of appointment 
in said spouse. In such a case upon the 
death of the surviving spouse all the prop- 
erty which was originally community will 
be subject to tax in her estate even though 
she dies within five years of the spouse 
first deceased. However, in a case where 
the half of the community property of the 
spouse first deceased is left to the surviv- 
ing spouse in trust for life without a 
general power of appointment, then the 
elimination of the previously taxed prop- 
erty deduction is of no consequence since 
in such a case the share of the community 
property of the spouse first deceased would 
not be taxed again in any event upon the 
death of the surviving spouse. 


In the case of separate property or old- 
type community property, however, the 
elimination of the deduction for property 
previously taxed makes it even more es- 
sential that the property pass by gift or 
at death to the surviving spouse in such 
a way as to utilize the marital deduction, 
else all the property may be taxed to the 
first spouse and then again taxed in toto 
to the estate of the second spouse, even 
though the second spouse should die with- 
in a short time after the first spouse. 


In order to prevent the securing of the 
marital deduction without the property 
actually passing to the surviving spouse, 
there is a provision that if the surviving 
spouse disclaims an interest which other- 
wise would pass to her, such interest shall 
be considered as passing to the person 
entitled to receive it as a result of the dis- 
claimer and no marital deduction will be 
allowed. On the other hand, if a person 
other than the surviving spouse disclaims 
an interest which otherwise he would re- 
ceive so that it goes to the surviving spouse, 
it is regarded as though it passed to the 
person who made the disclaimer. Thus 
there is no marital deduction unless the 
property passes to the surviving spouse di- 
rectly and not by disclaimer. 
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GIFT TAX CHANGES 


IFTS of new-type community property 
es now considered as made one-half by 
the husband and one-half by the wife. 
Each therefore has his or her own gift 
tax exemption and exclusions. 


Where the gift is of separate property 
or of old-type community property a mari- 
tal deduction has been allowed for the gift 
tax similar to the one for the estate tax. 
Thus a husband may make gifts to his 
wife of separate property or of old-type 
community property tax free as to one- 
half, provided that they are outright gifts, 
or else gifts in trust of a life estate with 
a general power of appointment in the 
donee. 


In addition, where a gift is made by 
either husband or wife to a third party, 
the gift may be treated as made one- 
half by the husband and one-half by the 
wife, provided that both spouses consent to 
such treatment. If such a consent is filed 
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it must apply to all the gifts made during 
the calendar year. 


WIFE’S COMMUNITY PROPERTY IN 
HUSBAND’S TRUST 


OLLOWING the Revenue Act of 1942 
Fi has been a common practice for the 
husband to provide in his will for a trust 
of the entire and not merely one-half the 
community property with income to the 
wife for life and remainder to the children. 
The wife, of course, had to consent to 
placing her half of the community prop- 
erty in trust. 


From a tax viewpoint this type of testa- 
mentary disposition had the advantage that 
the only estate tax imposed was that upon 
the death of the husband, at which time 
the entire estate (assuming it was of 
community property originating from the 
husband’s earnings) would be subject to 
the tax, regardless of whether it ‘was 
placed in trust or not. Upon the death 
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of the wife there was no further estate 
tax since the wife’s interest was only a 
life estate.2 Does the Revenue Act of 1948 
make advisable for tax reasons a change 
in this method of handling new-type com- 
munity property? Assuming that for non- 
tax considerations it is advisable upon 
the death of the husband to place the en- 
tire and not merely one-half of such prop- 
erty in trust, are there tax reasons why 
this should not be done? 


(1) Where the husband leaves his half of 
the new-type community property in fee 
to the wife so that she has the entire 
community property in fee, upon the 
husband’s death one-half the property 
is subject to the estate tax. Upon the death 


®*The consent of the wife to the placing of her share in 
trust might theoretically result in a gift by the wife if the 
value of the fee in the wife’s half interest in the commun- 
ity property was in excess of the value of her life estate 
in the entire community property, and conceivably the 
wife’s consent might be considered with regard to her one- 
half interest in the community property as a transfer of 
that one-half interest with a life estate reserved so that 
any excess of the value of the one-half interest over the 
value of the life estate in the entire amount of community 
property would be includible in the gross estate. However, 
the Bureau of Internal Revenue does not seem to have 
raised either of these contentions. 
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of the wife, however, the entire amount of 
the property would again be subject to the 
estate tax. This would be true even though 
the wife died within five years of the 
date of the husband’s death because the 
deduction for property previously taxed 
would no longer apply. Hence this method 
of property disposition would result in a 
double tax and obviously is not desirable. 

(2) Where the husband leaves half of the 
new-type community property to the wife 
outright and the other half in trust, in- 
come to wife for life, remainder over to 
the children, upon the death of the husband 
one-half the property will be subject to the 
estate tax and upon the subsequent death 
of the wife the other one-half of the prop- 
erty will be subject to the estate tax. 

(3) Where all the new-type community 
property is placed in trust by the husband’s 
will, income to wife for life, remainder 
over to the children, and the wife elects 
to take under the will, one-half the prop- 
erty will be subject to the estate tax upon 
the husband’s death. Upon the death of the 
wife the other one-half of the property 
will be subject to estate tax under Internal 
Revenue Code Section 811 (c), because so 
far as concerns her one-half share of the 
property, by electing to take under the 
will, the wife seems to have made a trans- 
fer of her one-half with a life estate re- 
tained for herself. The election of the 
wife to take under the will constitutes a 
gift by her to the remaindermen to the 
extent that the value of the remainder in 
her half of the community property is in 
excess of the value of the life estate which 
she receives in her husband’s half. 
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Thus it seems clear, therefore, that one- 
half the property will be taxed upon the hus- 
band’s death and one-half upon the wife’s 
death and that in addition there may be a 
gift tax upon the wife’s election to take 
under the will. Thus the only tax disad- 
vantage of placing the entire new-type com- 
munity instead of one-half thereof in trust 
is the possibility of a gift tax at the time 
of the wife’s election to take under the 
will. In many cases, this may be considered 
a very slight price to pay for the advant- 
ages of placing the entire property in trust. 

One word of caution should be added. 
The trust for the wife, whether of all the 
community property or of one-half thereof, 
should not give the wife a general power 
of appointment over the remainder else 
upon her death the property subject to 
such power will be includible in her gross 
estate. There is, however, no objection to 
giving the wife a power to appoint the re- 
mainder among the children and the other 
close relatives designated in Internal Rev- 
enue Code Section 811 (f) (2) since such 
a restricted power does not bring the prop- 
erty subject thereto within the estate tax. 


As TO SEPARATE PROPERTY 


HERE the property is either separ- 

\\) ate property of the husband or old- 

type community property, it was the prac- 
tice prior to the Revenue Act of 1948 to 
have the husband place all of it, as in the 
case of new-type community property, in 
trust with the income to the wife for life, 
remainder to the children. The advantage 
of such an arrangement from a tax view- 
point was that the estate tax upon the 


death of the wife in case she died more 
than five years after the death of the hus- 
band was avoided. However, if the property 
is left to the wife in this manner under 
the Revenue Act of 1948 no marital de- 
duction will be allowed, and the entire 
property will be subject to the estate tax 
in the estate of the husband. This result 
follows for the reason that the interest 
of the wife is that of a life tenant only 
and hence is a “terminable interest.” 

On the other hand, if all the property is 
left to the wife outright or placed in trust 
with the income to the wife for life and 
she is given a general power of appoint- 
ment over the remainder, the husband’s 
estate will obtain the marital deduction. so 
that only one-half will be taxed at his 
death, but upon the death of the wife the 
entire property will be taxed. This would 
be true though the wife died within a 
short time after the husband since the 
previously taxed property deduction would 
no longer apply. 
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In the case of separate property of the 
husband or old-type community, the ad- 
visable technique from a tax viewpoint 
would seem, therefore, to be to have the 
husband’s will create two trusts, one pro- 
viding for income to the wife for life, re- 
mainder to the children, and the other pro- 
viding for income to the wife for life with 
a general power of appointment over the 
remainder in her. In this way one-half 
the property would be subject to the estate 
tax upon the death of the husband and the 
other half upon the death of the wife. 


AS TO COMMINGLED PROPERTY 


OT infrequently we are faced with 

cases where separate and old-type and 
new-type community property have been 
commingled and it is difficult if not im- 
possible to differentiate among them. In 
such a case the Revenue Agent usually 
reaches a determination which, as he 
euphemistically puts it, “protects the rev- 


enue.” In other words, he reaches that 
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determination which results in the largest 
tax and challenges the estate to disprove it. 


In cases of commingling, therefore, the 
wise procedure from a tax viewpoint would 
seem to be to treat the property as though 
it were all separate or old-type community 
property and create two trusts of the kind 
I have described. In this way, only one- 
half the property would be taxed upon the 
death of each spouse and the maximum tax 
savings would be achieved. 


The estate and gift tax provisions of 
the 1948 Act raise many problems which 
will have to be worked out by the Regula- 
tions and no doubt by litigation. It is clear, 
however, that the changes which the Act 
introduces render essential the review of 
property disposition plans of every indi- 
vidual with an estate of over $60,000, and 
the adaptation of those plans fully to utilize 
the tax benefits under that Act. 


THE EIGHTH INVESTOR RELATIONS round table 
conference for officers of public utility oper- 
ating companies, held last month, concluded 
the current series begun last October by Irv- 
ing Trust Co. of New York. Taking part in 
the two-day session were top officials of ten 
leading utility operating companies. Irving 
arranged the meetings to aid operating com- 
pany officials, many of whom have the added 
responsibility of obtaining adequate capital. 
for construction and other purposes since their 
divestment from a holding company which 
formerly took care of their financial require- 
ments. Nearly one hundred senior officers, 
representing 45 companies operating in 19 
states, attended the meetings. 

These all day discussions have been led by 
investment bankers, authorities on security 
analysis, representatives of rating agencies, 
officers of insurance companies to give the 
viewpoint of the institutional buyer, executive 
officers of the New York Stock Exchange, an. 
economist, several financial editors of New 
York City newspapers and trust company of- 
ficers in charge of such services as corporate 
trustee, transfer agent and registrar. 


THE NEW HAVEN FOUNDATION, established in: 
1928, was the eleventh in size, at the end of 
1947, of all Community Trusts in the United 
States and Canada. Total assets amounted to. 
over $1,500,000. Distributions during 1947 
amounted to $51,919. Trustees are five trust 
institutions in New Haven. 


TRUSTS and ESTATES. 





COMMON TRUST FUND EXPERIENCE 
in CALIFORNIA 


CLAUDE C. BLAKEMORE 


Assistant Trust Officer, The First National Trust and Savings Bank of San Diego 


IX years ago we stuck out our neck 
S ana launched First National Fund “A”, 
a discretionary common trust fund. Since 
our fund has been, until very recently, the 
only fund in operation in the state, “Cali- 
fornia Common Trust Fund Experience” is 
tantamount to the experiences which we 
have encountered with Fund “A”. 


When Fund “A” was initiated we were 
not in as favorable a position as you 
are at the present time. Enabling leg- 
islation was not to come until 1947 and 
our fund was of necessity a contractual 
one. As early as 1937 we were convinced 
that not only was the common trust fund a 
vehicle which answered the investment 
problem of small trusts, but that we would 
one day start such a fund. Consequently, 
we began at that time te incorporate in 
our voluntary trusts express power to in- 
vest in a common fund and recommended to 
all attorneys the incorporation of similar 
powers in testamentary trusts in which we 
were to be named trustee. Thus, when 
Fund “A” was established we had a con- 
siderable backlog of accounts that con- 
tained specific authority to invest in a 
common trust. 

Twelve months prior to the inception of 
Fund “‘A’’, we set up and operated on paper 
a dummy fund. Securities were purchased 
and sold; it. was valued at regular periods, 
units withdrawn, income distributed and 
new participants admitted. We made every 
conceivable entry and tried to anticipate 
accounting problems that might arise in 
the operation of a true fund. At the end 
it was liquidated, and like the amateur 
mechanic who overhauls his jalopy, we 
were pleased to finish with no parts left 
over. The operation of this dummy fund 
paid two dividends; out of it evolved our 
comparatively simple accounting procedure 


From address before annual meeting of Trust Division, 
California Bankers Association, May 17. 
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and we convinced a few doubting Thomases 
on our staff that the plan was workable. 


Simultaneously with the operation of the 
dummy fund, we sampled public opinion. 
The fund was explained to trust customers 
whose accounts were considered logical 
participants and we sought the reaction of 
members of the bar and local Superior 
Court judges. We were pleased with the 
almost unanimous enthusiasm with which 
the idea was received. Encouraged by the 
apparent demand for participation and 
fortified with the experience gained through 
the operation of the dummy fund, Fund 
“A” was put into effect. 


RESULTS TO DATE 


HAT has our experience in six years 
of operation of the fund proved? 
From the standpoint of the trustor and 
beneficiary, it has proved advantageous, 
not only by obtaining a broader diversifica- 
tion of investments than otherwise possible, 
but also through an increased and stabilized 
income. This has been accomplished in part 
by the use of a formula plan of investment 
permitting the small trusts to acquire, 
through participation, a percentage owner- 
ship in common stocks which would not be 
feasible were they individually invested. 
From the standpoint of the trustee, al- 
though we have no cost accounting statistics 
to substantiate our claim, we are convinced 
in our own mind that economies of opera- 
tion have been effected. For example, time 
formerly consumed in discussing invest- 
ment changes with the trustor or benefici- 
ary controlling the trust, is saved. Analyses 
and reviews of investments in the Common 
Fund take less time than would be necessary 
to review investments held in individual 
trusts. Time is also saved in the prepara- 
tion of cash statements and asset inventor- 
ies of the voluntary trusts and in the prep- 
aration of accountings for the court trusts 
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participating. In preparing one income tax 
return for the common fund, the amount 
of distributable income for each participa- 
ting trust is determined, thus greatly simp- 
lifying tax work for the individual trusts. 
In the accounting department we find a 
definite savings in book entries. 

We presently have 120 trusts participa- 
ting in the Fund with an average invest- 
ment of approximately $15,000. The fund 
itself is now composed of 55 different issues 
of bonds and 46 different stocks. The num- 
ber of annual income entries to the fund 
will approximate 475. If those 129 partici- 
pating trusts were invested as individual 
accounts, they would likely each hold 10 
different issues of bonds resulting in 2,400 
annual income entries, a clear saving of 
almost 2,000 entries a year with the Com- 
mon Fund. 


SIMPLE ACCOUNTING SYSTEM 


OME banks have shied away from the 
establishment of a Common Trust Fund 
because of the mistaken idea that a compli- 
cated accounting system is necessary. The 
uninitiated are prone to smile when we 


speak of the simplicity of our accounting 
procedure. Proof that it is comparatively 
simple is shown by the fact that we have 
personnel who had no experience at all 
with a Common Fund, yet with very little 
training have handled_all of the accounting 
detail. 


Our fund is operated on the accrual basis 
and on each quarterly income distribution 
date all of the accrued income is distributed. 
This eliminates the maintenance of addi- 
tional income cash accounts required when 
the cash receipts and disbursement system 
is used. The fund is valued quarterly and 
the last valuation date coincides with the 
end of the calendar year. The use of a 
calendar year, rather than a fiscal year, 
admittedly places an additional burden on 
our accounting and tax departments at the 
year’s end, but we feel that it has compen- 
sating advantages. 

As admissions to and withdrawals from 
a common fund are permitted only at valu- 
ation dates, some banks prefer to value 
their funds more often than -quarterly. This 
does allow more rapid investment of prin- 
cipal cash in the participating trusts, but 


necessarily requires more accounting and 
tax work. The units in Fund “A” had an 
original value of $100. In our opinion this 
represented denomination with which most 
people are familiar. Were we to start over, 
perhaps we would use a $10 unit value 
which has the advantage of permitting 
closer investment in the smaller accounts. 
Inasmuch as certificates evidencing interest 
of participation may not be in negotiable 
form or assignable, we see little point in 
cluttering up our vault with documentary 
evidence of ownership. Book records ade- 
quately serve that purpose. 

It has been suggested that legislation be 
adopted to permit judicial settlement of 
common trust fund accountings. Our plan 
provides that any beneficiary who receives 
a copy of the annual report may file an 
objection to the manner in which we have 
administered the fund. Such an objection 
may be submitted to arbitration or, as an 
alternative, the Bank may file with a court 
of competent jurisdiction an accounting of 
its administration of the common fund. To 
date, we have had no objections and we 
certainly do not plan to seek court settle- 
ment of our fund’s accountings. I am sure 
that none of us would welcome similar leg- 
islation with respect to voluntary trusts 
and any bank that prudently administers 
a common trust fund does not, in my 
opinion, need any judicial skirts behind 
which to hide. 


INCOME TAX QUESTIONS 


HE work involved in preparing the one 

income tax return for the common fund 
isn’t easy; on the other hand, it isn’t over- 
whelming. At each valuation date there 
will be new participants and withdrawals, 
consequently, a common fund’s tax year is 
segregated into as many parts as there are 
valuation dates. Each quarterly period is 
designated as a new series for tax purposes. 
For example, a trust going into the fund 
on January 2, 1948, will receive units of 
Series 1948-1, and on April 1, Series 1948-2, 
and so on for the four quarterly admission 
dates in the year. 

At the end of each quarter the Tax 
Department compiles figures show:ng the 
amount of ordinary income distributed to 
each participating trust and each partici- 
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pant’s allocated share of the undistributed 
capital gains or loss of the fund for that 
quarter. At the end of the year the four 
quarter figures are totalled for each parti- 
cipating trust and we then have a schedule 
showing the amount of ordinary income 
distributable and the pro rata share of the 
capital gains and losses for each trust par- 
ticipating whether the trust was in the 
fund for the entire year or not. These fig- 
ures also serve to furnish the major portion 
of the information for the fiduciary re- 
turns of the participating trusts. 


Section 169 of the Internal Revenue Code 
states that no gain or loss will be realized 
by the fund upon withdrawal of a partici- 
pating unit and then sets forth in detail 
the formula for determining the participa- 
ting trust’s gain or loss upon withdrawal 
from the fund. Inasmuch as the capital 
gains and losses realized by the fund are 
not distributed to the participants, but 
must be included in the participants’ tax 
returns, it is necessary to maintain an ad- 
justed cost basis for the units of each 


quarter or series. Then, upon withdrawal 
the amount of gain realized or loss suffered 
by the participating trust is measured by 
the difference between the cash received 
and the unit’s adjusted cost. Actually, this 
represents the participants pro rata share 
of the unrealized appreciation or deprecia- 
tion occurring in the fund since the date 
of its entrance. 


One of the biggest bugaboos seems to be 
the matter of amortization of bond premi- 
ums. When we started Fund “A” we amor- 
tized, but at the end of the first year we 
realized that it was impossible to do so 
and at the same time treat each participa- 
ting trust equitably. Fortunately, our 
written plan gave us wide latitude with 
respect to amortization and after consider- 
ing all of the factors, we concluded to dis- 
continue it. Fortunately, also, most of our 
trust instruments permit the exercise of 
discretion with reference to amortization. 
We will not, however, exclude a trust from 
participation solely for the reason that it 
requires amortization. 
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INVESTMENT POLICY 


ECURITIES held by a common fund 
Sire not investments of the participating 
trusts. They are owned by the fund itself 
and the terms of the written plan under 
which the fund is operated govern their 
management. Thus, a unit of participation 
represents an interest in the fund as a 
whole, rather than an interest in the indi- 
vidual securities comprising the fund. Ad- 
mitting this major premise will, I believe, 
eliminate any existing doubts as to the 
eligibility of directory trusts and co-trust- 
eeships to participate. Obviously, approval 
of the initial investment in the fund will 
be-required for such accounts. But consid- 
ering participating units as an investment 
in themselves, by no stretch of the imagina- 
tion would investment changes within the 
fund require the approval of co-trustees or 
persons controlling directory trusts any 
more than changes in investment portfolios 
of an investment trust if any of us use such 
shares in trust accounts. 
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It has been intimated that we were 
lucky in starting our fund at a comparative- 
ly low ebb in the securities market. The 
fact that the Dow-Jones industrial averages 
were 102 on July 1, 1942, was not so fortu- 
nate as one might think. For 16 consecutive 
quarters after its inception the fund 
showed a steady increase in unit value. We 
have been fearful that our beneficiaries 
would think that we had a magic touch and 
would expect the units to continue to show 
an appreciation in value. By the use of a 
formula plan of investment we have at- 
tempted to provide a cushion against mar- 
ket depreciation. We have consistently 
maintained approximately one-third of the 
fund in common stocks and have religious- 
ly applied the chip-off method to the equi- 
ties when their aggregate market value 
has exceeded this percentage. 


It is not our policy to make wholesale 
liquidations of investments in trusts in 
anticipating participation in the fund. The 
securities are carefully analyzed and any 
then held which were purchased at advan- 
tageous prices and represent attractive 
yields are temporarily retained and, inci- 
dentally, large capital gains are avoided. 
It is our feeling that the common fund was 
designed for trusts which have some degree 
of permanency, consequently, we do not ad- 
mit to the fund those trusts which by 
their terms, or which through conversations 
with trustors we have reason to believe, 
will terminate within a comparatively short 
time. 


Another matter of concern appears to be 
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the treatment of U. S. Savings Series “G” 
Bonds. The Board of Governors of the 
Federal Reserve System has ruled that 
while they favor valuation of “G’s” at cur- 
rent redemption price, they will not object 
to the use of par for valuation purposes 
if this is in accordance with the written 
plan. Our plan has such a provision. We 
accept Series “G” at par in exchange for 
participating units. In this way, both the 
entering trust and the fund are benefited, 
the trust by receiving par instead of re- 
demption value and the fund by acquiring 
more “G’s” with less than 12 year maturity. 
The fund receives an additional benefit, in- 
asmuch as “G’s” transferred to it by par- 
ticipating trusts are not considered as part 
of the $100,000 maximum amount which 
the fund can purchase in any one year. 


We have learned to our sorrow that there 
are certain types of securities which, while 
possibly proper for individual accounts, are 
not appropriate investments for the com- 
mon fund, particularly if the fund is on 
the accrual basis. For example, bonds such 
as some of the Canadian issues do 
not pay interest in U. S. Dollars. It is not 
possible to properly accrue such interest 
when it is subject to fluctuating exchange 
rates. Nor should the fund invest in stock 
of those companies which are regularly 
distributing, as dividends, stock of subsid- 
iary companies. If the dividend is declared 
payable to stockholders of record in one 
quarter and payment received in the suc- 
ceeding quarter, you again have an im- 
possible situation from the standpoint of 
proper accrual. 


EATON & HOWARD 
BALANCED FUND 


PUBLICITY AND NEW BUSINESS 


E have used neither newspaper nor 

direct mail advertising to promote 
Fund “A”. We do not wish the public to 
get the idea that we have a security for 
sale. The only newspaper advertisement 
that. we have run about the fund was used 
in an attempt to counteract certain mislead- 
ing impressions left by the advertisements 
of a large California banking institution, 
the day after the Common Trust Fund Act 
was signed. 

The Board of Governors of the Federal 
Reserve System has wisely forbidden the 
publication of earnings realized or the asset 
value of Common Trust Funds. Thus, high- 
pressure advertising campaigns for new 
business based solely upon the use of a 
common fund as an investment are prohibi- 
ted. Of course, we do not hide our light 
under a bushel and welcome the opportunity 
to explain to prospective trust customers 
the advantages of the common fund. By 
personal contact we weed out the individ- 
ual with idle cash who is interested in the 
fund only as an investment medium. 


Fund “A” is undoubtedly responsible for 
some of the business on our books which 
we would not otherwise have. However, it 
was not established to attract new business 
in volume. Rather, it was designed not only 
to permit us to handle profitably the small 
trusts we then had and would receive in 
the future, but also to give to those small 
trusts a broader investment diversification 
and an increased yield. It has successfully 
accomplished that purpose and we are not 
sorry we stuck our neck out six years ago. 
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WHY OUR INVESTMENT PERCENTAGES ? 


F. J. THIEME, JR. 
Assistant Trust Officer, Citizens National Trust & Savings Bank of Los Angeles 


F a trustee states that generally the 
| et percentage will vary from 30% to 
50% with the bonds varying from 70% to 
50%, he seldom states why these percent- 
ages are chosen, or why other percentages 
should not be used. For example, the pre- 
vailing opinion that the percentage of fixed 
income securities should exceed the per- 
centage of common stocks was probably 
generated in the 1920’s, when first-grade 
bonds were obtainable to yield from 444% 
to 542%. In fact, the inventory break in 
1920 resulted in the issuance of 644%-8% 
bonds, which yielded a better return than 
most stocks. 


Thus, in the 1920’s, there was not the 
gap between yields from bonds and stocks, 
which has been known in current years. 
Also the cost of living was gradually com- 
ing down from the peak after World War 
I. Consequently, there was no talk of the 
declining purchasing power of the dollar or 
the need to protect against such a change. 
In 1928, too, stocks were reaching prices 
where stock yields were less than those 
from many desirable 
bonds, and bond yields 
turned upward. 


In the period of 
rapid trust growth 
(1920-29,) when most 
trust departments 


corporate trustee to make bonds the back- 
log and main composition of trusts. 


REVERSAL OF TREND IN RETROSPECT 


ROUND 1933, two important economic 
f. "yesnoie affecting the holders of fixed 
income securities commenced to reverse: 
money eased and the cost of living started 
up. Our economy was recovering from a 
severe depression during which the, wear 
and consumption of consumer and durable 
goods had exceeded replacement. 

With further hindsight, we can see that 
this combination called for a reappraisal 
of investment percentages. The dynamic 
recovery of equity values from 1932 caused 
stocks to be looked upon with increasing 
favor, until today most trustees consider 
stocks an acceptable part of most trusts. 

Just as military strategists review cam- 
paigns and battles in order to determine 
profit and mistakes, so can trustees study 
the history of bond and stock performances. 
The subsequent four tables show the effect 
on bonds and stocks of the trend changes 
and business conditions commencing in 
1933. 
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were developing in- 
vestment experience, 
trustees could obtain 
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SAMPLE OF BOND PERFORMANCE 


ABLE 1 shows the composition of a 
mythical all-bond trust set up in 1933, 


the purchases made at prices one-quarter 
from the bottom of the price range of each 
bond that year. This trust was kept in 
bonds to the end of 1947, the monies avail- 
able on maturity or call of any of the 
bonds being invested in either the refund- 
ing issue or some other satisfactory bond. 
Several non-callable issues are included in 
the original list to give the bond fund a 
break on continuing income. 


TABLE 1—ALL BOND TRUST: 1933 


Cost* Income 
American Smelting & 
Refining 5-1947 


American Tel. & Tel 


5,010 $ 300 
4,850 250 
Atchison, Top. & Santa 
Fe Adj. 4-1995 
Atlantic City Electric 
Ist & Ref. 544-1954 __ 
Bethlehem Steel P.M. 


4,725 240 


4,850 275 


5,112 300 
Commonwealth Edison 
1st 5-1954 

Consol. G.E.L.&P.Co. of 
Balt. Ist & Ref. 4-1981 
Duquesne Light Co. 

Ist 5%-1957 

Houston Light & Power 
Co. 1st & Ref. 5-1953__ 
Illinois Power & Light 
Co. 1st & Ref. 6-1953 
Kansas Power & Light 
1st 6-1955 

Illinois Steel Co. 
NR 
Inland Steel Co. 
it 
Norfolk & Western 
i 
Public Service of No. 
Ill. ist & Ref. 5-1956 __ 
Swift & Co. Ist 5-1944 
Standard Oil of N. J. 


4,562 250 


5,467 240 
4,937 225 
5,520 300 
5,500 600 
5,055 360 
4,875 225 
5,040 315 
5,415 240 


4,987 
4,937 


350 
250 
5,068 250 
Union Pacific R.R. Co. 

4,890 
4,920 


330 


U. S. Rubber ist 5-1947 600 


$100,431 $6,250 


*Cents omitted. 
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Table 2 shows the composition, market 
value and income of the all-bond trust at 
the end of 1947. No new bonds above call 
prices, and with the exception of U. S. 
Treasuries and one corporate issue, no ad- 
ditional bonds with coupons of less than 
3%, were used. 


TABLE 2 — ALL BOND TRUST: 12/31/47 


Unamor- 
tized 
Income* 


Market 

Value* 
Atchison, Top. & Santa 
Fe Adj. 4-1995 
Cleveland Electric 
Illum. 3-1970 
Commonwealth Edison 
Co. 1st 3-1977 
Detroit Edison Co. 


$ 6,960 $ 240 


210 
150 


210 
Firestone Tire & Rub- 
ber Co. 3-1961 
Great Northern Ry. 
5%-1952 
Houston Let. & Pwr. 
Ist 2%-1974 
Jones & Laughlin 
1st 3-1961 
Kansas Power & Light 
344-1969 
Koppers 3-1964 
National Steel Coll. 


180 
330 


172 


Norfolk & Western 


Pacific Gas & Electric 
Co. 3-1977 
Railroad Equip. Trust 


Revere Copper & Brass 
3%4-1960 
Southern Calif. 
Edison 3-1965 
Texas Corp. 3-1965 __ 
Union Electric 
SS. 
U.S. Treas. 2%4- 
1971/66 __ ee 
U. S. Treas. 2%- 
12-15-72/67 __. 
U.S. Treas. C.I.’s 
Jan. 1948-% 
U.S. Treas. C.I.’s 

50 


*Cents omitted. 
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Table 3 shows a $100,000 mythical all 
stock trust set up in 1933 composed of 
Dow-Jones 75% rail and 10% utility stocks. 
The stocks were assumed as purchased in 
1933, not at the same advantageous levels 
as were the bonds, but at prices which 
could have been obtained: during the major 
portion of the year. 

TABLE 3 — ALL STOCK TRUST: 1933 

Est’d 
Costs Income 
$ 75,000 $3,117 

15,000 336 

10,000 508 


Averages 
75% Industrial 
15% Rail 
10% Utility 


@ 90 
@ 42% 
_ @ 29% 


$100,000 $3,961 
The three Dow-Jones averages were 
used because most investment men have 
the opinion that they can choose better 
lists of stocks than those composing the 
Dow-Jones averages. Therefore, the stocks 
were not hand-picked with hindsight in 
order to give the all-stock trust an advan- 
tage. The changes in the stocks up to De- 
cember 31, 1947 were those made in the 
various Dow-Jones averages, which changes 
are believed not made on investment merit, 
but in order to keep the stock lists repre- 
sentative of the market. 


Table 4 shows the market value of the 
all stock trust at the end of 1947 together 
with the 1947 income to the trust. 


TABLE 4 — ALL STOCK TRUST: 12/31/47 
Market Est’d 

Value Income 

$150,966 $7,704 

18,522 1,086 

635 


$180,811 $9,426 


While history shows that easy money 
started in 1933, there was reasonable doubt 
during 1933-37 that the trend would con- 
tinue to the extent and with the effect that 
we have witnessed. A reasonable and cauti- 
ous trustee starting in 1933 with the writ- 
er’s bond trust (Table 1) would not have 
had a bad record up to 1937 because corpus 
of the trust would have been worth about 
$136,000 to $138,000 with income down to 
only $5,600. Actually, most trustees in- 
cluded some stocks in the period 1932-34 
so that the predominantly bond trust prob- 
ably fared reasonably well. 
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From 1937 onward, however, the story 
is different. In the period 1937-42, 12 bond 
issues used in the writer’s bond trust were 
refunded with lower coupon issues. Deficit 
financing and other New Deal easy money 
policies were continued. Certainly the pe- 
riod 1937-42 provided “ample evidence of 
the easy-money trend. The trustee who re- 
appraised his investment percentages dur- 
ing 1938-42 and changed from a predomin- 
ance of bonds to a predominance of com- 
mon stocks has seen his trust end 1947 
in almost as good corpus and income con- 
dition as the mythical all-stock trust estab- 
lished in 1933. Some trustees probably did 
better. 


BonDs CAN BE SANCTIMONIOUS 


E may well question whether our 

\\) percentages of bonds and_ stocks 

should be as flexible and changing as the 
conditions affecting prices and income of 
securities. While we cannot be expected to 
recognize changes at their inceptions, we 
should, from study and knowledge, be ahead 
of the public. A practical economist recent- 


TREND REPORTS 


are based on the early facts in the 
banking figures, and constitute 


ADVANCE INFORMATION 
* * * 


They have been in profitable use by 
trust officers and estate managers, 
from coast to coast for eleven years. 


* * * 


Inquiries are invited 


Townsend-Skinner and Company 
(Established in 1937) 


52 Broadway, New York 4, N. Y. 





ly remarked that his surveys have indicated ciaries and endowments for educational, re- 


that public opinion, on such economic mat- 
ters as interest rate trends, took the pat- 
tern of a moving average generally requir- 
ing about 10 to 12 years to reach any 
unanimity of opinion. For example, if 
easy money started in 1933, it probably 
took until 1943-45 for the public as a 
whole to recognize the change in their 
investing. 

Furthermore, while the corpus of the 
bond trust increased between 1937 and 
1947, the income beneficiary suffered 
doubly, as the cost of living increased 
while income was shrinking from $5,600 
to $3,900. Bonds can be sanctimonious and 
stocks virtuous. 


THE FAMILY TRUST at 
N. Y. TRUST MEETING 


HE Role of the Family Trust in the 

United States, was the subject of the 
address given by Mayo Adams Shattuck, Bos- 
ton attorney and authority on trusts, at a ses- 
sion of the annual meeting last month of the 
New York State Bankers Association, held 
under the auspices of the Association’s Trust 
Division. Mr. Shattuck traced the history of 
the trust from the importance of use and the 
retention of the identical piece of property 
to the introduction of value and the fiduciary’s 
obligation to preserve it. 

Shares of clipper ship ventures, insurance 
companies, banks and mills were purchased by 
many a family trust in the old days. This was 
made especially possibly in jurisdictions which 
followed the Massachusetts decision of 1830 
announcing the Prudent Man Rule. But, ac- 
cording to Mr. Shattuck, since 1850 there has 
been a repressing force and if we are to defend 
our economy and keep it in the position of 
clear leadership we shall need to recapture 
some of the old fashioned sense of experimen- 
tation, not only in the fiduciary field but in the 
field of commercial banking. 


On top of the sums held by corporate fidu- 


ligious and fraternal purposes is the gigantic 
aggregation of securities held by insurance and 
other financial institutions. The question posed 
by Mr. Shattuck is as to how much of this 
has been placed on a shelf in a static position 
because of ultra-conservative thinking. 


Citing the fact that one of the defects of our 
financial system is the difficulty in finding en- 
terprise capital, Mr. Shattuck urged com- 
mercial bankers to use their influence to liber- 
ate capital funds from the restrictions of the 
legal lists existing in most states, and cor- 
porate fiduciaries to adopt a more alert and 
imaginative attitude toward the employment 
of the accumulated savings received for in- 
vestment. 

A summary of fiduciary legislation passed 
during the 1948 session was presented by Leo 
P. Dorsey, counsel for the Association. Special 
attention was given to an explanation of 
Chapter 866, providing in substance that if a 
fiduciary makes a deposit in his personal ac- 
count of a check drawn upon an account stand- 
ing in his name as fiduciary, the bank, if 
acting in good faith, may assume that he is per- 
sonally entitled to the sum. Reference was also 
made to the change in trustees’ fees, extension 
of the mortgage moratorium, and the invest- 
ment in notes and mortgages instead of bonds 
and mortgages. 

The Trust Division plans to hold its annual 
convention on October 22, at which time the 
election of officers will be held, it was re- 
vealed in the report given by George C. 
Barclay, its chairman and vice president of 
the City Bank Farmers Trust Co., New York. 
The division now has 242 member companies 
paying annual dues of $20,160. 

Summarizing the work of the Trust Division 
in its first year, Mr. Barclay reported that pro- 
ceedings of the first conference had been 
printed and are available. William T. Haynes, 
vice president and secretary of Marine Midland 
Corp., Inc., and chairman of the Division’s 
Committee on Costs and Operations, organized 
a series of Spring Meetings in the various 
groups throughout the State. Topics included 
costs and cost accounting, administrative 
records and legislation with respect to trustees’ 
commissions. 


COMPLETE TRUST SERVICE IN GEORGIA 


through eieven offices in six cities 
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The First National Bank 
of Chicago 


Statement of Condition June 30, 1948 


ASSETS 


Cash and Due from Banks, . ‘ 3 ' 2 -$ 538,989,316.38 
United States Obligations—Direct and fully Guaranteed, 

Unpledged, . . - $584,435,178.55 

Pledged—To Secure Public Deposits and 

Deposits Subject to Federal Court Order, 94,792,00000 

To Secure Trust Deposits, . ‘ 65,224,571.52 

Under Trust Act of Illinois, . ‘ 524,480.00 744,976,230.07 
Other Bonds and Securities, . ‘ ‘ - 89,972,309.17 
Loans and Discounts, . ‘ i ‘ i F - 789,556,563.39 
Real Estate (Bank Building), R : : - . 2,644,468.39 
Federal Reserve Bank Stock, - . ‘4 . 4,050,000.00 
Customers’ Liability Account of Acceptances, . y 2,675,634.40 
Interest Earned, not Collected, . , , ‘ ; 4,661,563.04 
Other Assets, . ‘ A , . a ‘ 258,535.56 

$2,177,784,620.40 


LIABILITIES 


Capital Stock, . . 5 ‘ a ; ‘ . 60,000,000.00 
RN oo tae ne 5 a Ae ae .  75,000,000.00 
Other Undivided Profits, . ; ‘ . ‘ : 4,028,030.85 
Discount Collected, but not Earned, . 4 : ‘ 1,156,723.92 
Dividends Declared, but Unpaid, ‘ ; : é 1,200,000.00 
Reserve for Taxes, etc., . . ‘ > ‘ 15,504,777.54 
Liability Account of Acceptances, ‘ ; . ° 3,300,933.31 
Time Deposits, . ‘ ‘ - $ 388,117,660.65 
Demand Deposits, 7 ‘ - 1,476,698,122.36 
Deposits of Public Funds, . . 152,777,632.12 2,017,593,415.13 
Liabilities other than those above stated, . 739.65 
$2,177,784,620.40 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


JULY 1948 





THE BANK FOR ALL THE PEOPLE 


703,000 SAVINGS AND CHECKING ACCOUNTS 


CONDENSED STATEMENT OF CONDITION, JUNE 30, 1948 


ASSETS 


Cash on Hand andin Banks .....++ee ee $ 203,005,622.75 
United States Government Securities. .... . 542,253,382.39 


State, Municipal and Other Securities, including 
stock of the Federal Reserve Bank ...... 54,518,906.70 


Loans and Discounts . . . . « « « « a eud W @ 254,344,930.74 
Bank Premises. . . «2 cceccece ° 3,882,147.23 
Other Real Estate ......+ +o. ° 1.00 
Other Assets. . 2. 2 ce ec cece e 2,621,529.58 
Customers’ Liability on Acceptances . . 792.21 

Total ..-cce « $1,060,627,312.60 


LIABILITIES 


Capital Stock oeeeeee $ 13,800,000.00 
Surplus . . . «0 «-e2-ceee 22,200,000.00 
Undivided Profits .... « 6,177,531.10 


Reserve for Retirement of 
Capital Notes .....e 2,500,000.00 


Reserve for Contingencies . . 2,157,720.67 
Capital Notes . « « « « « e 4,000,000.00 
Total Capital Funds ....$ £50,835,251.77 
DEPOSITS 
Commercial and Savings .. $978,478,605.27 
Estates and Corporate Trust . 26,546,916.92 1,005,025,522.19 


Accrued Taxes, Interest,etc. ....+++-+s+ee 2,735,019.92 
Other Liabilities ....-2«-cccccececvcecece 2,030,726.51 
Acceptances Executed for Customers. . . « « « « 792.21 
Total . . 2. 2 6 © © © © © «© $1,060,627,312.60 

Contingent Liability on Loan Commitments—$12,277,500.00 


United States Government Securities carried at $67,619,004.20 are pledged to secure U.S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 


Assets are shown NET after deducting Reserves. 


Ohio’s Largest Bank 
welcomes individuals and corporations 
seeking new or additional banking services, 


52 CONVENIENT OFFICES 


Northern Ohio: 
Painesville *« Willoughby « Bedford « Lorain 
COMMERCIAL « SAVINGS « ‘TRUSTS 


Member: Federal Deposit Insurance Corporation Federal Reserve System 


\ 


———— 
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HIGHLIGHTS from A.LB. CONVENTION 


ELL-attended departmental confer- 
\\ ences and debates of winning chap- 
ter teams combined to provide a highly 
active program at the 46th annual conven- 
tion of the American Institute of Banking, 
in Buffalo last month. A number of trust 
department representatives and junior offi- 
cers, together with officers-to-be and many 
on the distaff side from all sections of the 
country, swelled the registration to about 
1,500 delegates. 


Pierre N. Hauser, vice-president of First 
Wisconsin National Bank, Milwaukee, was 
elected president of the Institute, succeed- 
ing Garnett A. Carter, vice-president of 
The Fulton National Bank in Atlanta. Mr. 
Carter reported a record high enrollment 
of 45,955 and membership of 87,515. The 
1949 convention will be held at Portland, 
Ore., June 13-17. 

Following the success of last year’s 
“skit” feature, the technique was used this 
year to present a right-and-wrong way to 
treat employees, customers and thé commu- 


nity. The two-act drama, featuring “Nick” 
Negative and “Pete” Positive as the vil- 
lainous and heroic influences, respectively, 
brought down the house with its ultra- 
visual illustrations of the transformation 


“Pete Positive” 


of the “Liverwurst National Bank” from 
the position of a financial drawback to that 
of a community quarterback. 


George Clark, of the Farmers & Mer- 
chants National Bank of Los Angeles, led 
an amateur but cheer-rousing cast drawn 
from the Los Angeles chapter, with his 
realistic portrayal of “Nick” as the public 
relations devil. The overdrawing of some 
points did nothing to decrease the hilarious 
effects, and with some subtle touches to the 
part-scripts, and a heavy lightening of the 
narrator’s, such a performance could be a 
prize part of a bank and trust convention. 


The high-light talk of the conference, 
according to popular poll, was that by 
Kenneth McFarland, Superintendent of 
Schools in Topeka. His amusing smiles 
and interludes brought absolute atterition 
to his observations on The “V” in Business. 


ROUND-UP OF PUBLIC RELATIONS 


RECEEDING the Public Relations 
a representatives of several asso- 
ciations and chapters presented outlines of 
programs in operation. In addition to that 
of the Los Angeles chapter (reported in 
March issue Trusts and Estates), the fol- 
lowing special activities were cited: 


watches “Nick Negative” work his spell on the Liverwurst National Bank, 


in the lively six-scene skit at the A.I.B. Convention. 
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American Bankers Assn.—The “inflation- 
control” program and ads, hundreds of 
press releases of special studies and news 
as well as official addresses, preparation and 
distribution of the employee training slide- 
film “It’s Up To You,” and prepared talks 
on banking subjects. 

Financial Public Relations Assn.—Prep- 
aration of the new series of slide-films. 


New York State Bankers Assn.—Estab- 
lishment of the resident two-weeks courses 
for members, in conjunction with Syracuse 
University. 

Detroit A.I.B. Chapter—Series of six 
evening courses on Introduction to Bank 
Public Relations, with average attendance 
of 338 at the radio studio. 

New Haven Chapter—Educational quiz 
programs, with prizes to winning bank em- 
ployees, best answers being featured in 
local newspaper ads. 

Pittsburgh Chapter — Formation of a 
Speakers Bureau and arrangement for 
availability of selected banking speakers 
for club programs, with follow up check of 


MARYLAND 


TRUST COMPANY 
BALTIMORE 


Member 
Federal Reserve System 
Since 1917 


club officers and speakers. Development of 
a quiz program being planned. 


San Diego Chapter—Cooperative survey 
with high-schools and colleges as to needs, 
from which were developed panel discus- 
sions at classrooms. Screening of students 
to choose proper discussion group, followed 
by bank visits. 

Denver Chapter—Following conferences 
with educators, talks arranged for bankers 
and trust officers, concluding with guided 
bank tours featuring such operations as 
the course of a personal check. So far, 66 
talks have been given before a total of 
4700 students, with 1300 visiting the banks. 
Also provisions for speakers at local clubs. 


San Francisco Chapter—Talks on func- 
tions of the banking and trust departments 
are now in their fourth year at a local 
university, and include counselling on op- 
portunities for careers in this field. 


The national public relations committee 
of the A.I.B. is devoting attention not only 
to conference matters but also to a pro- 
gram of cooperation with the public speak- 
ing committee, and to provisions for talks 
before clubs, schools and other groups. 
Judging from the poise and facility of 
practically all A.I.B. trained speakers on 
the convention program, it is expected that 
this will provide effective community 
spokesmen for the banking business. 


TRUST DEPARTMENTAL 


HE Department Conference on Trust 
iL Business and Investments, presided 
over by John L. Barnes, trust officer, The 
Huntington National Bank of Columbus, 
Ohio, included three principal addresses. 
John W. Remington, vice-president and 
trust officer of Lincoln Rochester (N.Y.) 
Trust Company, spoke on the effects of the 
new tax law on estates and trusts. 


J. E. Denmark, vice-president, Federal 
Reserve Bank of Atlanta, commented on the 
remarkable growth of the trust business 
in the past 30 years. Trust departments 
must operate profitably if they are to at- 
tract capable young men and women, Mr. 
Denmark remarked, and while profits from 
trust operations are modest, they are rea- 
sonably steady.. They ordinarily do not 
compare favorably with those in the com- 
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mercial department of the bank, but losses 
sustained in the trust department are 
negligible as compared with commercial 
department losses. Recognizing that oppor- 
tunity does exist in the trust business it 
then becomes an individual matter with 
each employee in a trust department as to 
how best to take advantage of that op- 
portunity, Mr. Denmark said. 


INVESTMENT PRINCIPLES AND STANDARDS 


HE economic and social climate for trust 
f pores was described by R. H. 
Metzner, vice president of Central National 
Bank of Cleveland. It is imperative, Mr. 
Metzner said, that our leaders who are re- 
sponsible for the proper investing of the 
savings of our people, be sensitive and re- 
sponsive to their economic, social, political 
and moral responsibilities. 

In effect, an estate analysis is essential 
to the formulation of the overall investment 
requirements of an account. Thus, each 
account will have a separate and distinct 
investment policy, tailor-made for the pur- 
pose of assisting the trust beneficiary in 
maintaining his or her standard of living 
under varying conditions and restrictions, 
Mr. Metzner observed. In many instances it 
is advisable to discuss the investment pol- 
icy with the creator of the trust or with 
the beneficiaries of the trust. This not only 
affords an excellent opportunity to become 
better acquainted with the customer’s 
needs but invariably promotes good cus- 
tomer relationships which facilitate the 
economical handling of the trust. 


To maintain at all times a proper bal- 
ance as between risk assets and high grade 
fixed income securities is a prerequisite to 
sound administration. Hence the growing 
popularity of the so-called chip-off system, 
Yale plan, Vassar Plan, etc. The principal 
advantages of such a plan according to 
the speaker, are to avoid assuming undue 
risks during periods when prices are rising 
and to provide a means for increasing the 
equity holdings during periods of declin- 
ing prices. If followed diligently, it will 
have a tendency to smooth out the ex- 
treme price fluctuations in an account and 
make for a more aggressive policy in the 
supervision of investments. The net effect 
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is to assist in the sale of the least desirable 
holdings in a rising market. 

Mr. Metzner then reviewed a number 
of established investment principles, and 
observed that in the normal account, if 
the policy calls for a ratio of 65% fixed 
income securities and 35% equities, the 
overall investment composition of the ac- 
count will be as follows: 


One-third invested in equities of high- 
est quality. 

One-third invested in high grade bonds | 
as a reserve for the purchase of addi- 
tional equities. (Also provides a reserve 
to meet any unusual contingency.) 

One-third invested in high grade fixed 
income securities as a permanent revolv- 
ing fund. 


All funds reserved for the purchase of 


equities should be restricted to readily 
marketable U. S. Government obligations. 
Such funds need not be restricted to rela- 
tively short maturities as not all of the 
funds will be used in the purchase of equi- 
ties at any one time. 





A.I.B. CONVENTION QUOTES 


S. H. Chelsted, vice president, Peoples First 
National Bank & Trust Co., Pittsburgh: “When 
top management’s every act proves a sincere 
desire to understand the problems of the 
worker, the people become a homogenous group 
working as a team with resultant good em- 
ployee and public relations. Good management 
today sees to it that its organization is in- 
formed of the progress of the bank, its finan- 
cial condition, and its future prospects. 


“Participation in advertising campaigns or 
movements to ‘sell’ our system has little prac- 
tical value compared with employee relation 
policies which prove beyond any doubt that our 
way of life offers more to the worker than any 
‘isms.’ We must realize that we cannot evade 
employee relations any more than we can 
evade public relations. They go on twenty-four 
hours a day, both during and after working 
hours. Our concern, and our only control over 
them, is whether they are going to be good or 
bad.” 


Peter R. Edmonds, Farmers and Mechanics 
Savings Bank, Minneapolis: “There are two 
additional rulers for measuring publicity, after 
you have obtained space, that in my opinion 
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Surplus and Undivided Profits - $14,547,593.44 
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are much more significant. One of these rulers 
is readership; the other is believability. The 
field of money and credit and economics has 
a frightening jargon which must be translated 
into English; and to become real news, your 
story must be built around situations or people 
with which the readers can identify them- 
selves. In releasing publicity to the trade press, 
you do not need to be afraid of the general 
public’s aversion to figures.” 


E. W. Miller, vice president, Manufacturers 
and Traders Trust Co., Buffalo: “A proper 
program of recreational activities tends to de- 
velop a friendly relationship among employees. 
It is a continuing problem of larger bank 
management to work out methods to offset what 
would seem to be an apparent loss of that per- 
sonal touch, and various means have been 
used; to name a few: job manuals, employee 
magazines or house organs, department meet- 
ings, picnics, dinners and dances, bowling 
leagues, baseball leagues. I could add another 
list of benefits which were unheard of in the 
not-too-far distant past, viz: pension plans; 
group insurance; hospital, medical, and surg- 
ical coverage; choral groups; and, in our case, 
a group has been organized within the past 
year to present plays and theatricals. All of 


BANKING 
SAFE DEPOSIT 


PERSONAL 
TRUST DEPARTMENT 


ESTABLISHED 1855 


THE SECOND NATIONAL BANK 


OF NEW HAVEN 
CONNECTICUT 


NEW HAVEN 


TRUSTS and ESTATES 





this tends to make for a closer association 
among all employees. It is especially helpful 
when numerous branches are involved.” 


Philip K. Barker, vice president, Granite 
Trust Co., Quincy, Mass.: “Banks should ad- 


vertise, first, because advertising is an excel- 
lent means of developing a favorable bank per- 
sonality; second, because it is a duty of each 
bank to do its part to combat government own- 
ership of banks; third, because it is profitable 
to advertise. 


“The next great development in human rela- 
tions messages for banks will appear in tele- 
vision. One of the largest banks in the country 
is working on a series of human dramas to 
televise the story of banking. Its advertising 
agency, one of the best in the country, is mak- 
ing a great study of this medium for the house- 
wives; and, incidentally, for the patrons of 
taverns who will hear the bank’s appeal for 
saving money while they are investing their 
money in another round of drinks. 


“Advertising is doing a great job for many 
banks, but as it becomes more and more human, 
it will have greater appeal and do a much finer 
selling job for the banks of this nation.” 


Charles W. Carson, president, Community 
Savings Bank, Rochester, N. Y.: “We know 
from our own experience and from opinion 
polls that the great majority of saving de- 
positors are more interested in safety, the 
availability of their savings, and convenience 
than in the rate of return. These facts, how- 
ever, do not relieve us of the obligation to pay 
the best dividends or interest possible because 
an increased return will always give impetus 
to thrift. 

“There are a few bankers who believe that 
we should find some kind of investment air- 
raid shelter and place the savings dollar in 
permanent safety. Unfortunately, this policy 
is neither feasible nor safe. 


“If we are to do an adequate job in putting 
the depositor’s dollar to work, we must be 
constantly alert to new opportunities and recog- 
nize ‘a good offense may be the best defense.’ 

“Much glib talking is done about capitalism 
and the merits of a system of free enterprise, 
but there is still need for a more explicit 
program of education. 

“Putting John Doe’s savings dollar to work 
can be either a dull and routine business or an 
exciting opportunity. Mere knowledge without 
a motivating drive is sterile. Only by being 
alert to our opportunities, becoming students 
of our job, and by developing a social con- 
science and a sense of civic responsibility can 
we attain our full stature.” 


JULY 1948 


NE Se RS SEIT RN 
VERBUM SAT SAPIENTI 
A Word to the Wise is Sufficient! 


The young man or young woman receiving 
your deposit or paying your check or serving 
any of your banking needs day in, day out, 
in many instances is a student or a graduate 
of the American Institute of Banking — a 
nationwide evening school sponsored and main- 
tained by banks and devoted to the education 
of bank employees. 


This opportunity is offered staff members 
that they may prepare for advancement, and 
to enable them to serve you, our customer, 
efficiently by keeping abreast of economic 
changes and by building a sound foundation 
of knowledge of the principles and funda- 
mentals of banking and credit. Today over 
45,000 bank employees are enrolled in A.I.B. 
classes throughout the United States. 


The loan officer, or the trust executive with 
whom you deal, probably has on his watch 
chain the key of Rutgers University Graduate 
School of Banking — a replica of the lamp 
of knowledge. To earn this key, one has to 
have had five years of banking. experience, be 
at least 25 years of age and a graduate of 
a college or of the American: Institute of 
Banking. He must complete a course in ad- 
vanced study for bank officers which requires 
attendance at three summer sessions of two 
weeks each at Rutgers together with the com- 
pletion of two years of correspondence work 
and the writing of an acceptable thesis on some 
phase of banking or economics. Each year 
some 900 bank officers are enrolled in this 
college course. 


A graduate of the American Institute of 
Banking must satisfactorily complete eight 
courses in banking subjects requiring many 
hours in class and many more of study. Be- 
yond formal education facilities many chap- 
ters of the A.I.B. carry on monthly forum 
meetings under scholars in the field. Partici- 
pation in committee work with the organiza- 
tion, in debates and in public speaking, and 
in many other Institute activities, trains bank 
employees in the exercise of initiative and 
leadership. 


Many of the employees of this bank have 
either completed courses or are now enrolled 
in banking classes in these schools. We thought 
you would like to know. 


From a folder used by State-Planters Bank and 
Trust Company, Richmond, Virginia. 
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BANK ADVERTISING FOR 
COMMUNITY DEVELOPMENT 


Troy Savings Bank Promotes Local Area Through 
Public Relations Campaigns 


Case History 


66 OWN and community boosting in the 
| pst of Sinclair Lewis’ George 
Babbitt is a traditional American pheno- 
menon. Believing this boosting of a com- 
munity had a sound economic base our 
bank felt that some effort for local indus- 
trial progress should be made,” said Ray- 
mond Meixell, Director of Public Rela- 
tions, at the Troy Savings Bank in de- 
scribing the thinking behind the bank’s 
decision to aggressively sell its community 
to the country. “Despite the fact that it is 
unusual for a mutual savings bank to 
‘carry the torch’ in such an endeavor, it 
was decided to do something about assist- 
ing Troy’s ‘city fathers’ in enlarging the 
scope of local industrial activities.” 
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One of Troy Savings Bank’s ads in campaign on 
American Way of Life 


Community fact and opinion research, 
initiated by the bank, provided a solid 
basis and indicated useful direction for a 
program of community-and thrift-develop- 
ment. To identify both Troy and the bank 
as good places to do business, and the en- 
terprise system as a good method of doing 
it, the bank undertook to: 


(a) Produce advertising which would re- 
flect the true position of the bank. 


(b) Enlarge, as far as logical, 
and needs served by the bank. 


the area 


(c) Adopt a public relations policy, with 
advertising and publicity as visual aids, 
which would further the cultural as well 
as business interests of the community. 


Initially, the advertising was scattered 
through many small media with no overall 
pattern or plan. The copy appeals promoted 
the services of the bank, with comparative- 
ly simple copy and relatively inexpensive 
art work. Bookmarks were used as give- 
aways and the bank bought spot announce- 
ments on the local radio. 


FULL PAGE CAMPAIGN STARTED 


N 1941, the bank began using larger 
le units, and eventually devoted the 
major portion of its ad budget to monthly 
full-page space in the local newspaper, 
based on the theme of thrift as “The Ave- 
nue to Independence.” For the first time 
the advertising was shifted to an approach 
that expressed a public relations policy 
for the benefit of the community and the 
individual rather than more direct ap- 
peals designed to sell the services of the 
bank. 

Proofs of this campaign were distributed 
to educational and industrial organizations 
in the area to be posted on bulletin boards, 
and the entire series was republished in 
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booklet form for distribution to banks 


from coast to coast. 

Encouraged by the success of this first 
attempt at community service advertising, 
Troy Savings Bank launched a new and 
artistic series picturing local churches, 
schools, etc. on a broader copy theme in 
1943. Entitled “The Great American Priv- 
ileges,” this campaign reminded the public 
of the many privileges and advantages it 
enjoys under the American way of life. 


The ads in this series were reproduced 
in brochure form with each set of three 
ads packaged in with an article on free 
enterprise by a noted economist, Joseph 
Lawrence Stagg. 

Early in 1944, the bank recognized that 
the economic difficulties which would re- 
sult from the transition between war and 
peace would present an excellent oppor- 
tunity to be of real service to the com- 
munity. Hence the decision to start boost- 
ing Troy to outside industrialists. A re- 
search organization cooperated with thé 
bank’s advertising agency in a survey to 
determine what the local residents were 
doing and thinking about the early postwar 
years. 

From the results of this survey the bank 
then presented the “Troy Transition Plan,” 
based on planned savings now for planned 
spending later. This information, run in 
a series of full-page ads in the local paper, 
enabled the local business and professional 
men to plan realistically, in the light of 
proposed buying plans of the public, and 
thus employ more men and women as they 
were released from the services. 


INDUSTRIAL CONSULTANT RETAINED 


HE job of attracting new industries 
§ the area required first some compe- 
tent industrial engineering research. So 
early in 1946, Richardson Wood, industrial 
consultant, started delving into Troy’s past 
and future. These facts were put into 
suitable phraseology published as a booklet 
entitled “Troy.” The art work gave a cari- 
cature type of presentation. Cleverly done 
throughout, it was a different promotional 
piece from most of its type, with cold facts 
and figures alleviated by the casual and 
humorous illustrations. An appendix in 
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the back listed businesses of various types 
that are presently located in Troy. 


During the preparation of the booklet, 
Wood commissioned a celebrated French 
artist doing research for his government 
in this country, to do seven water colors 
of different scenes in and around industrial 
Troy. These were reproduced in color and 
made up as a portfolio which was used as 
a teaser and sent to some twelve hundred 


THE GREAT 
AMERICAN PRIVILEGES 


As a Mutual Savings Bank with five generations of tradi- 
tion behind us, we of The Troy Savings Bank are conscious 
of a deep obligation to our community and our country. 

Our forefathers fought and suffered to establish a na- 
tion dedicated to the principles of personal liberty. With 
solemn foresight they drew up our Constitution and our 
Bill of Rights. They could not foresee all of the privileges, 
which have become so thoroughly a of our daily 
lives that we now accept them as our birthright . . . too 
little appreciating their importance. 

And so during 1943 we presented a few of these 
American privileges in a series of advertisements* as 
reminders of the advantages we still enjuy: 


+++ The Freedom to Worship as you please 

+++ The Freedom of the Press, by which we are permitted 
free expression 

++. The Right to Lend a Hand, that the needs of any group 
may be met 

+++ The te an Education for E 
— veryone, provided freely 


+++ The Right to Plan for the Future, with the knowledge that 
im the United States those dreams can become realitice 


.+. The Right to Laugh, unbampered by fear or terrorietic 
w by or 


+++ The Right to a Fair Trial, irrespective of race, creed or 


--And Ginally, The Right to Vote, with which we direct and 
control our own and our country’s destiny 

These privileges are our birthright, the framework upon 
which our American way of life has been built. This 
framework —diligently protected—will guarantee that 
future generations of Americans shall have the priceless 
heritage of their forefathers. 

Today, more than 20,000 forward-looking depositors of 
the Troy Area are actively associated with us to protert 
and preserve our fundamental American rights privi- 
leges. They are achieving self-respect, self-reliance and 
security ... The American Way. 

B. TOWNSEND, President 
* These advertisements have been reproduced in a brochure, “Tux 
Gnaaat American Priviceces,” and are available upon request. 
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Public Relations ads like this one are keystone of 
Troy Savings Bank’s advertising philosophy. 











industrial and planning engineers through- 
out the country. About ten days later, the 
booklet was sent to the same list. Then 
the advertising campaign started in na- 
tional weeklies and papers such as the Wall 
Street Journal. 


Mr. Meixsell said that “The results of 
this advertising, which produced many 
inquiries for the booklet, have been two- 
fold—a greater interest is being taken by 
business people located in the Troy area, 
and business concerns outside this trading 
area are learning for the first time the 
natural advantages of this locality.” 


This bank’s public relations activities 
and advertising campaigns have attracted 
national attention, and inevitably, new 
business has followed. Its present prestige 
and reputation. for community helpfulness 
are not the result of any one of their 
campaigns or promotion pieces. Over the 
last six years the continued efforts that 
improved with experience, have been build- 
ing up a reservoir of goodwill. Many banks 
will feel that undertakings on the scale 
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We invite you to choose this 
institution Connecticut’s 
oldest bank . . . whenever you 
desire a competent representative 
in this state to assist in the ad- 
ministration of estates. 


Established 1792 


Resources over $130,000.000 


Hartford National 
Bank & Trust Co. 


HARTFORD, CONNECTICUT 
Member Federal Deposit Insurance Corp. 





attempted by Troy Savings Bank are too 
expensive, but no expense is too great 
when the return in community goodwill 
as well as new business justifies it. 


Faculty for FPR School 


HE faculty for the School of Financial 
Public Relations, sponsored by the Finan- 
cial Public Relations Association, to be held 
August 16-28, Chicago Campus, Northwestern 
University, has been announced as follows: 

Orientation and Outline of Objective, Wil- 
liam Nims, assistant dean, School of Com- 
merce, Northwestern University. 

History and Development of Financial Pub- 
lic Relations, Swayne P. Goodenough, vice 
president, Lincoln Rochester (N. Y.) Trust 
Co. 

Importance of Building Acceptance of Bank- 
ing in the Economic System, Earl Schwulst, 
executive vice president, Bowery Savings Bank, 
New York. 

Development of New Business, John Kinne- 
than, Jr., vice president, Peoples First National 
Bank & Trust Co., Pittsburgh. 

Development of a Public Relations Policy, 
Allan Herrick, advertising manager, Security- 
First National Bank, Los Angeles. 

Applied Psychology, A. C. Van Dusen, asso- 
ciate professor, Northwestern University. 

Effective Use of Words (Semantics), George 
Taylor, account executive, Arthur Meyerhoff 
& Co. 

Publicity, John Broederick, vice president, 
Doremus & Co., New York. 

Development of a Public Relations Program, 
Lewis F. Gordon, vice president, Citizens & 
Southern National Bank, Atlanta. 

' Effective Speaking, Benjamin F. Bills, pres- 
ident, Bills Realty Co., Chicago. 

Advertising, Merrill Anderson, president, 
The Merrill Anderson Co., New York. 

Organization of a Public Relations Depart- 
ment, Mr. Gordon. 

Case Histories of Public Relations Problems, 
John R. Christie, junior vice president, Citi- 
zens National Trust & Savings Bank, Los 
Angeles. 

Techniques in Influencing People, Harold 
Marshall, assistant vice president, Bankers 
Trust Co., New York. 

Salesmanship, Vincent Coffin, vice president, 
Connecticut Mutual Life Insurance Co., Hart- 
ford. 
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THE VICTIMS of INFLATION 


price level since the end of the war, 
initiated by the third-round industrial- 
wage increases, again spotlights the grow- 
ing disparity between the purchasing 
power of various income groups. It takes 
twice as many dollars today as it did ten 
years ago to buy many if not most of the 
necessaries of living. 

To meet the general rise of 72% in 
consumer prices some groups have had 
substantial or even excessive increases in 
income, while other have an actual cut 
even in the dollars of income. While the 
coal miner has almost double the purchas- 
ing power he had in 1939—<in spite of the 
increased costs—and other workers such 
as those in textiles, auto-manufacture, rail- 


‘ia third general attack on the cost- 


Extent to Which a Person Is Better or 
Worse Off Than in 1930 


100=1930 Living Standard 


1930 1935 

Cae mee 100 104 
Textile worker 103 
Automobile worker 115 
Printer 102 105 
Railway worker 116 122 
Railway executive 112 78 
107 109 

Congressman 117 74 
Pensioner 120 65 
UN he 88 38 
Small stockholder _.____ 64 79 
Well-to-do-stockholder 63 58 
Wealthy stockholder 52 31 
Source: National City Bank Letter 


1947 
191 
139 
132 


roads and even teachers are also better 
off today, the stockholder, pensioner and 
bondholder have had substantial cuts in 
their purchasing power. 

Considering taxes, the very large stock- 
holders and the bondholders have only 
about one-third the buying power which 
they had in 1939. While dividend rates in 
many companies have been increased, they 
have not generally kept pace with cost 
rises, while the dollar yields to bondhold- 
ers has actually decreased. Based on insur- 
ance company bond yields, it would take 
$80,000 today to provide the income to buy 
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what the holder of $30,000 of bonds could 
have bought ten years ago. 

One obvious conclusion is that capital 
cannot be expected to provide even half 
as much living as it used to, or cannot do 
so for as long a time. Estate planning must 
take into consideration the now general 
necessity of allowing some use of principal 
to make up need for income in trusts. 


Investment Companies Data 
THE SECURITIES AND EXCHANGE COMMISSION 
has made public quarterly data to March 31, 
1948, on 145 management investment compan- 
ies, of which 66 were open-end and 79 were 
closed-end companies. 

Total assets declined from $2,657,006,000 to 
$2,640,307,000 at the end of 1947. 

During the first quarter of 1948, open-end 
investment companies continued to sell to the 
public more shares of their stock than they 
repurchased; the excess of sales over pur- 
chases in this quarter amounted to $20,943,201. 
Meanwhile, closed-end companies continued to 
retire both their stock and funded debt; the 
excess of repurchases over sales of stock in 
the first quarter totaling $18,780,062; repur- 
chases or redemptions of funded debt over the 
amount of sales in the first quarter of 1948 
was $908,296, compared with $958,444 in the 
preceding quarter. 


This is a scene from the telecast film, “The Special 
‘Account of Milford Muddle.” aired last month in 
Los Angeles by the Security-First National Bank. This 
makes three banks that adopted television last month 
as a regular part of their media schedules. On June 
9, the First National Bank and the National Shawmut 
Bank, both in Boston, went on the air for the first 
time. First National's sports program was followed 
a half hour later by the National Shawmut’s news- 
cast. All three banks have long been users of radio, 
and apparently wish to become familiar with the 
potentialities of the new medium, 





Bank Employees Go to the Country 
Manufacturers Trust Provides Extensive Benefits 


S in past years, employees of Manufactur- 

ers Trust Company of New York are 
spending their vacations at a beautiful country 
club maintained by the bank in North Conway, 
New Hampshire, in the heart of the White 
Mountains. Vacations for employees and mem- 
bers of their immediate families are available 


there for a nominal fee. The Country Club is. 


open all year round and modern accommoda- 
tions as well as excellent meals add to its de- 
sirability. Swimming, fishing, tennis, softball 
and golf are just a few of the sports featured 
at the Club. The regular vacation period is 
two weeks with pay. However, members of the 
staff with fifteen years or more of service are 
entitled to an additional week’s vacation. 


On January 1, 1946, the bank inaugurated 
a Pension Plan, the entire cost of which is 
borne by the trust company. All new employees 
who are on the permanent payroll and have 
passed their twenty-fifth birthday automatical- 
ly become members of the Plan after they have 
worked for the bank one year. With respect to 
other employees, those who have attained age 
twenty-five but who have not attained age 
sixty-five and who have completed one year of 
continuous service with the bank are likewise 
eligible for membership in the Plan. Normal 
retirement is on the first day of the calendar 
month following the member’s sixty-fifth birth- 
day. Pensions will be based on the actual base 
pay over the period of time the employee was 
a member of the Plan. 


In its very liberal educational program, the 
bank offers to sponsor any of the employees in- 
terested in furthering their educational back- 
ground. Courses at the American Institute of 
Banking at New York University or at Colum- 
bia University are recommended by the Educa- 
tional Committee. Registration fees for A.I.B. 


are absorbed by the bank and tuition is re- 
funded on all courses on a basis of grades— 
total refund for a grade of A, 75% refund for 
a grade B and 50% refund for a grade C. 


In the interest of good-fellowship and mu- 
tual understanding, the bank has sponsored a 
number of employee activities. Through its 
Employee Activities, it assists employees in 
organizing and maintaining such clubs as: 
Bowling, Bridge, Tennis, Swimming, Softball, 
Camera, Table Tennis, Skiing, Golf and Music. 


The Twenty-Five Year Club is the most ex- 
clusive and honorable of the organizations. 
Membership in this Club is obtained only upon 
completion of twenty-five years’ continuous 
service with the bank. Each member of this 
Club receives a gold emblem denoting twenty- 
five years of service and is invited with a guest 
to the annual dinner each year. 


The EMTEECO Magazine of Manufacturers 
Trust Company, is managed, prepared and 
edited by employees for distribution monthly 
to members of the staff. 


In order to encourage ideas for improve- 
ments in all phases of the bank’s work, it of- 
fers through the medium of the Suggestion 
Committee, “Dollars for Your Thoughts”. Sug- 
gestion boxes are conveniently placed in all 
departments and branches and suggestion 
forms are attached to them. Awards are made 
for suggestions accepted by the Committee. 


Employees who have completed one full year 
with the bank are automatically provided with 
Group Life Insurance. The amount of the in- 
surance is determined by the salary of the in- 
dividual and the bank absorbs the entire cost 
of premiums. Thus, life insurance granted may 
run from a minimum of $2,500 to a maximum 
of $13,000. The bank also pays the premiums 





Entrance to Birchmont Club, North Conway, N. H. > 
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for all its employees under a Group Hospital- 
ization Plan (the “Blue Cross Plan’’). 


The bank maintains a Medical Department 
at its Head Office which is fully equipped and 
a Registered Nurse is in attendance through- 
out the day. A physician is available several 
days a week and performs the routine prelim- 
inary examination on incoming employees. 
Emergency treatment and health guidance is 
given to employees at Head Office. Each branch 
has a physician available for emergency cases. 


The bank’s Real Estate Department offers a 
comprehensive service to all employees inter- 
ested in buying property. All the expert advice 
and guidance of the Department is available to 
any employee at no charge. 


All members of the staff in urgent need of 
funds are advised to consult with their Super- 
vising Officer, who will refer the matter to the 
Personnel Department where special provi- 
sions will be made for them. The bank is gen- 
erous in helping to tide its employees through 
periods of financial difficulty and for this reas- 
on each case is most carefully considered. 

Safe Deposit boxes, and Special Checking 
Accounts are available to employees at one- 
half the regular cost. 


Trends in Employee Plans 


A REPORT OF CURRENT THINKING by manage- 
ment and labor on employee retirement plans 
has been published by the American Manage- 
ment Association under the title “Trends in 
Retirement Planning.” This 32-page publica- 
tion discusses employee, company, and union 
attitudes on retirement plans and presents an 
analysis of trusted plans, insured plans and 
methods to achieve lowered premium costs. 


Authors include Ivan L. Willis, vice pres- 
ident, International Harvester Company, Chi- 
cago; Esmond B. Gardner, vice president, 
Chase National Bank, New York; Maurice F. 
Lipton, director, group annuities, Equitable 
Life Assurance Society of the U. S., New York; 
and John W. Culkin, vice president, Gurney 
Overturf & Becker, Buffalo. 

The booklet, Insurance Series Number 73, is 
available at the American Management Asso- 
ciation, 339 West 42nd Street, New York 18, 
at 50c a copy. 


“Your TRUST DEPARTMENT” is the title of a 
four-page manual for the employees of the 
Union County Trust Company of Elizabeth, 
N. J. The text is divided as follows: “Its Why” 
is two-fold, to supply a need and for profit. 
“Its When” is every business day except Satur- 
day forever. “Its Who” consists of seven per- 
sons with Robert S. Douglas, vice president and 
trust officer, in charge. 
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At Manufacturers Trust’s Country Place 





Supervisory Training 


ON THE SOUND THESIS that the public relations 
tempo primarily stems out of good employee 
relations, William Gray, Jr., president of Cen- 
tral Hanover Bank & Trust Co. of New York, 
has actively fostered the development of a 
supervisory training program with an equally 
valuable follow through. As Kenneth McLaren 
reports in the May issue of Banking, 310 offi- 
cers, department heads and assistants have 
completed a course based on the A.I.B. bank 
adaptation of the war-born Training-In-Indus- 
try plan. In groups of ten to twelve, under 
direction of Thaddeus Cox, assistant vice pres- 
ident, the conferences have provided ten hours 
of study of the manual and discussion of bank 
policies and operations. 


Two-way interchange of ideas and oppor- 
tunity for discussion of current problems are 
further being provided by follow-up meetings 
covering such subjects as merit rating, job 
evaluation, suggestion systems, etc. As Mr. 
Gray remarks in addressing the “graduating 
classes,” able supervision and leadership lays 
the firmest basis for good human relations in 
banking as in business. 


“Your JOB WITH AMERICAN NATIONAL,” an il- 
lustrated employee manual, was distributed in 
May to the 500 employees of the American 
National Bank and Trust Company of Chi- 
cago. Illustrated with action photographs taken 
in the bank, it gives a brief history of the 
bank, describes its functions and services, ex- 
plains personnel policies and employee benefit 
programs, and discusses customer relations and 
new business. 





__THE CAPITALABOR TEAM— 


Developments which have promoted, or promise to promote, mutual 
welfare of employees, employers and providers of capital tools. 


Employee Annual Report 


The 1948 “Report to Employees” of ATF 
Inc., manufacturers of type and printing equip- 
ment, was scientifically pre-engineered to guar- 
antee high readership. Several years ago an 
independent research firm discovered that only 
35% of all employees had read the 1945 report. 
Changes based on the previous year’s findings 
raised readership to 65% in 1946. The 1947 
report was discussed with the employees them- 
selves and content, manner of presentation, 
and even art work was in accordance with their 
suggestions. Overall readership was 90%. 


Since a high degree of interest lay in the 
breakdown of the income dollar, this year’s re- 
port, which is done in cartoon style throughout, 
featured a walking dollar who paid off the 


Ee PE a Bn 
‘officers of ATF Inc. and all of 
_ its associate companies. 


various items of expense. The cartoons were 
designed to be filled in with crayon, because 
experience had proved that many children took 
the report, colored it and returned it to their 
parents for approval, boosting readership still 
higher. Apart from its effective techniques for 
holding reader interest, the 1948 report con- 
tains a highly original and personal touch. A 
recorded message from “the president to the 
members of the ATF family” is taped on the 
inside front cover, bringing President Thomas 
Roy Jones directly to the 75% of employees 
who have facilities for listening to phonograph 
records. 


Overhiring Employees 


A recent employee attitude survey by Houser 
Associates, a New York research firm, indi- 
cated a considerable amount of dissatisfaction 
among the girls who were doing more or less 
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routine office jobs. There was nothing in the 
survey report which seemed to offer a satis- 
factory explanation for this attitude. Further 
checking revealed that the company was “over- 
hiring” their female employees. They wanted 
well-dressed, refined, well-educated employees, 
and they had money enough to buy them. In 
doing this, they were buying more ability and 
ambition than they could profitably use. They 
were putting college girls in blind alley jobs 
that could have been more appropriately filled 
by high school graduates. 

This incident points up a condition with 
which many employment managers are only 
too familiar. It is natural for department heads 
to want superior workers, but unless jobs have 
been realistically classified, requisitions will 
sometimes specify a superman for an ordinary 
run-of-the-mill job. “Too much” can be as bad 
as “Too little,” say the authors. 


Trend of Wage Settlements 


Results of a nation-wide survey of wage 
negotiations between unions and management 
since several large manufacturers adopted a 
“no third round increase” policy, were released 
May 20 by the National Foremen’s Institute. 
The study was based on an analysis of 320 
contracts negotiated since April 20, when U. 
S. Steel announced a price cut and rejected the 
Steelworkers’ demands for “substantial wage 
increases.” Highlights of the survey reveal: 

Sixty-three per cent of the firms studied 
have agreed to wage increases of five to ten 
cents an hour, or an average of seven cents. 
Previous studies showed that wage increases 
have been ranging between eight and 15 cents 
an hour, or close to 11-cents-an-hour average. 

There has been a decided dip in the number 
of higher bracket settlements with only 9 
per cent of the companies granting raises of 
11 and 12 cents an hour. 

The highest across-the-board wage increases 
recorded in manufacturing were 15 cents an 
hour, which is about half of what the unions 
have been demanding. 

Employee benefits in the form of hospitaliza- 
tion and group insurance plans rank high in 
the newly settled contracts. Over 60 per cent 
of the union agreements studied (covering 16 
leading industries) contain first-time provisions 
for health and welfare payments, mostly of 
the contributory kind. 


TRUSTS and ESTATES 





Graduate School of Banking 
Holds 14th Session 


NROLLMENTS in The Graduate School 

of Banking, which held its 14th annual 
summer session at Rutgers University last 
month, broke all records for the school, with 
a total of 960 bank officers and 60 faculty 
members in attendance. 


The graduating class consisted of 244, while 
377 juniors now have entered their final year. 
The freshman class totalled 336. Students 
majoring in trusts numbered 41, 39 and 54, 
respectively, representing 14% of the total 
enrollment. 


“We are committed to the most dangerous 
course of action in our history, Dr. Harold 
Stonier, executive manager of the American 
Bankers’ Association, told the students at the 
commencement exercises. In his charge to the 
Class of 1948, Dr. Stonier, who is director of 
The Graduate School of Banking, said: 


“Pressure of time and events imposed this 
course upon us. We have said to the world 
that we would remain economically strong 
and free at home, restore the strength of 
Western Europe and parts of Asia and organ- 
ize a military coalition that can stop the ad- 
vance of Russian arms if peace fails and war 
becomes. inevitable. 


“This course of action comes upon us at a 
time when we possess over 50 per cent of 
the world’s industrial resources. On the other 
hand, we represent something less than seven 
per cent of the world’s population and only 
six per cent of the world’s land area. On this 
limited population has now fallen a tremend- 
ous task. The need for internal unity is thus 
clearly outlined. 


“Many believe that democracy is the auto- 
matic answer to all of our problems. But dem- 
ocracy itself is a problem. To keep it what 
we Americans believe it to be requires sacri- 
fice at times, hard work always, and real de- 
votion. To us democracy is synonymous with 
liberty, yet Russia calls itself a democracy. 
Our democracy could become a totalitarian 
state if our enterprise system were liquidated. 
The time has come for Americans to stand 
up and be counted. Real liberals and conserva- 
tives should be on the same side of the aisle. 
We must win a peace, or America may be lost. 


“Banking is not a static thing. It is an 
evolving service to business and industry, and 
beyond that, banking helps many millions of 
men and women achieve economic stability 
and satisfy their wants. To perform these 
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Trust Majors in Class of 1948 at Graduate School of 
Banking. Professors Austin Scott and Gilbert T. 
Stephenson are in foreground. 





services satisfactorily to succeeding genera- 
tions amid changing economic conditions 
means that banking must ever be on the alert 
and willing to adopt new methods, different 
approaches and advance with the changing 
times. Because American banking on the whole 
has been able to do this over a period of 
years, our type of banking remains unique 
among all banking systems of the present 
day.” 
HONORS 


IPLOMAS were presented by the chair- 

man of the Board of Regents of the 
school, Loring L. Gelbach, who is president 
of the Central National Bank of Cleveland. 
The “Richard W. Hill Award,” given to the 
oldest member of the class in honor of a 
former registrar of the school, was bestowed 
on Thomas H. Leahy, first vice-president and 
trust officer of the Peoples Bank in Canton, 
Ohio. 


Students in the trust course elected a com- 
mittee for the coming year, consisting of 
Walter W. Planke, Harris Trust & Savings 
Bank, Chicago, chairman; L. E. Marcum, 
Third National Bank & Trust, Dayton, O.; 
Curtis B. Brooks, Industrial Trust Co., Provi- 
dence, R. I.; James H. Dion, Union Bank & 
Trust Co., Helena, Mont.; Ira H. White, First 
National Bank & Trust Co., Lexington, Ky.; 
Knight Ames, Boston Safe Deposit & Trust 
Co.; A. Louis Hudson, First National Bank, 
Fort Worth, Tex. 


Hartford, Conn.—William C. Bose, trust of- 
ficer of HARTFORD-CONNECTICUT TRUST Co., 
completed 40 years with the institution June 
28. He is now doing special research work in 
the corporate trust division. He was a Lieuten- 
ant in the Army in World War I. 





TRUST DEVELOPMENT COMMISSION REPORTS 


Analysis of Market Indicates Need for “Coordinated Trust Service” 


A. KEY FOSTER 
Vice President, The First National Bank of Birmingham, Alabama 


T the 1947 convention of the Alabama 

Bankers Association, Mr. Gilbert 
Stephenson, of the staff of the American 
Bankers Association, made a talk on the 
potential trust new business in the State 
and the services available from corporate 
trustees. As a result of this talk, the presi- 
dent of the Alabama Bankers Association 
appointed a commission, consisting of Guy 
Faulk, Jr., Mobile; Corley Chapman, Troy; 
Walter W. Kennedy, Montgomery; E. W. 
McLeod, Decatur; 8. L. Galbraith, Annis- 
ton; and A. Key Foster, Chairman, with 
instructions that this commission should 
make a survey to ascertain whether or not 
there is a substantial amount of potential 
trust business in Alabama and, if so, 
whether or not there are adequate corpor- 
ate trust facilities now available to serve 
those potential customers. In the event that 
the commission found that adequate cor- 
porate trust services are not available then 
it was charged with the responsibility of 
recommending a plan whereby such services 
could be made available. Attention is called 
to the fact that the commission consists of 
three trust men and three commercial bank 
men. 


In July, 1947, the commission met and 
decided that the State would be apportioned 
into approximately equal parts so that-there 
would be a section for each member, with 
the understanding that he would do the 
investigating work in the territory as- 
signed to him. Each member sent in to the 
chairman a list of questions that should be 
propounded in assembling the information 
that was desired. It was understood that it 
was not the intention of the commission to 
call upon every bank but that every member 
would call on three to five banks in his 
territory in each of the following classifica- 
tions: (1) Towns of over 10,000 population, 
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(2) Towns between 5,000 and 10,000 pop- 
ulation, (3) Towns under 5,000 population, 
the investigation in the small towns to be 
made with the idea that towns having diff- 
erent economic problems should be included 
in the list. The questions were consolidated 
so that eventually the questionnaire on the 
opposite page was evolved. 


WoRK OF COMMISSION 


HE members of the commission called 

on 56 banks located in 28 of the 67 
counties in Alabama. The commission feels 
that these banks give a very accurate cross- 
section of the situation in the entire State 
and that, therefore, the facts found are 
representative of the facts’ existing 
throughout the State. The counties sur- 
rounding Montgomery, Mobile and Birm- 
ingham were not sampled because it was 
taken for granted that adequate trust ser- 
vices are available in those counties. 

It was found that there is a very substan- 
tial amount of potential trust business 
throughout the state. For example, in the 
56 communities sampled, it is estimated 
that there are a total of 21,630 people hav- 
ing a net worth of $20,000 or more. It is 
estimated that there are 22,985 people who 
might be prospects for trust services as 
executor under wills and 2,585 who might 
be prospects for testamentary trusts. The 
estimates were made by bankers who are 
peculiarly qualified to analyze the financial 
wealth of their respective communities. 


It was also found that currently trust 
business is not being solicited or served 
in these communities. For example, it was 
found that 19 banks out of the 56 inter- 
viewed have trust powers but only eight 
of these banks are exercising their trust 
powers. Those banks had a total of 88 trust 
accounts of a total value of $1,407,400. 


It was quite obvious that there is not 
adequate local corporate trust service avail- 
(Continued on page 62) 
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QUESTIONNAIRE . Do you think that the banks in the area, 
individually, can properly and profitably 


arene a render all types of trust service? 


Leeson... ee 


Capital Stock and Surplus _......___. . Do you think that trust business in the 


1. Does the bank have trust powers? 


2. Does it exercise trust powers? 
3. Approximate number of trust accounts 


. Approximate value of trust assets 


. Distance from nearest bank with a trust 
department 


. Estimated number of people within the 

bank’s trade area with a net worth of 

$20,000 

. Estimated number of people within the 

bank’s trade area who are now being served 

by a corporate fiduciary 

. Estimated number of people within the 

bank’s trade area who would be possible 

prospects for the following types of trust 

service 

(a) Executor under a will 

(b) Trustee under a will 

(c) Management of investments 

(d) Management of real property 

(e) Custodian of securities 

(f) Guardian of estate of minor children 

(g) Guardian of estate of incompetent per- 
sons 

. Are any large city banks serving in fidu- 

ciary capacities in the area? 

- Do banks in the area have equipment and 

trained personnel required to handle trust 

business, such as settling estates, taxes and 

accounting, relations with attorneys, con- 

formance with laws, avoidance of liability 

by knowledge of duties and responsibil- 

ities, investment of trust funds? 


. Are the trust departments in this area 
paying their own way? 


2. Are you called on frequently to advise cust- 


tomers relative to: 

(a) Death taxes 

(b) Descent and Distribution of property 
where there is no will 

(c) How to provide for inexperienced wife 
‘or improvident children 
Investment of cash for retired per- 
sons, widows, and minors 





area can be developed to where the volume 
can be properly and profitably handled? 


. If the answer to the last two questions is 


no, do you favor any of the following plans 
for handling estates in your case? 


(a) Organization of a county trust com- 
pany owned by the stockholders of all the 
banks in the area. 


(b) Recommend to your customers .that 
they name large city institutions as exe- 
cutors and trustees under their wills, or 
trustees under living. trust agreement. 


(c) Recommend to your customers that 
they name your bank, or an officer in your 
bank, as executor and trustee under their 
wills, under an arrangement where the 
large city bank will act as agent for the 
local executor and trustee, the city bank 
to handle accounting, tax matters, custody 
of securities, analysis and review of secur- 
ities, conforming with banking and estate 
and trust laws; and the local bank will 
handle local property and relations with 
beneficiaries, using the legal services of 
the local attorney; this arrangement con- 
templating a division of fees. 


(d) Recommend to your customers that 
they name your bank or an officer in your 
bank and the large city bank as co-execu- 
tors, with the city bank as sole trustee 
after the estate has been settled, the city 
bank to handle accounting, tax matters, 
custody of securities, analysis and review 
of securities, conforming to banking and 
estate and trust law, and the local bank 
will handle local property and relations 
with beneficiaries, using the legal services 
of the local attorney; this arrangement 
contemplating a division of fees. Under the 
plan where the city bank is the sole trus- 
tee, the local bauk or bank officer would 
handle local affairs as agent for the city 
bank as sole trustee. 





OUTSTANDING — in Trust Work as in Banking — 
IN TIDEWATER, VIRGINIA 


NATIONAL BANK OF COMMERCE, Norfolk, Va. 





able to serve the potential trust business in 
the State outside of the three largest coun- 
ties. It was further found that most of the 
banks outside of Birmingham, Mobile and 
Montgomery are unwilling to undertake 
trust services and that only a few of the 
communities sampled are now being ade- 
quately served by the trust departments in 
the larger cities. 


PITTSBURGH'S 
OLDEST 
TRUST COMPANY 


ESTABLISHED 1867 


PEOPLES FIRST 


NATIONAL 
BANK & TRUST COMPANY 


Parr seevacnu 20, Pd. 


If You Have a 


TRUST PROBLEM 
In Los Angeles, Call 


“The Bank of Personal Service’’ 


UNION BANK 
& TRUST CO. OF LOS ANGELES 
8th & Hill Streets 


“We Have No Branches” 


Telephone: MAdison 6-8441 Cable Address: UNIONBANK 


RECOM MENDATIONS 


HE commission found that there is only 
fp bank among those sampled that 
favored plan (a) set forth in question 15 
of the questionnaire, and that only because 
of a local situation. We, therefore, conclude 
that this is not the solution to the problem 
and we do not recommend such an organ- 
ization. 


In discussing the other three plans it 
was found that practically all of the bank- 
ers interviewed liked one or more of these 
plans, with the further suggestion that 
whatever plan is used should also provide 
that funds belonging to the trust being held 
by the trustee pending distribution or re- 
investment should be kept on deposit with 
the local banks. 


The commission therefore recommends 
either of the last three plans or a combina- 
tion of them to fit the circumstances of the 
particular case. It is the opinion of the 
commission that there is a great potential 
field to be served but that the local bank 
is not adequately equipped to sell to its 
customers the need for corporate trust ser- 
vices. Therefore, it is the recommendation 
of the commission that the local banker 
contact his correspondent bank in the State 
and arrange to work with it on the follow- 
ing basis: 

The local banker will make a survey to 
ascertain which of his customers need cor- 
porate trust services. The local banker will 
then arrange with these prospects a time 
and place at which a representative of the 
trust department of the correspondent 
bank will come down and discuss trust 
services with the prospects in that com- 
munity. It is desirable that several inter- 
views be arranged for one visit so that this 
development work will not be too expensive 
to the trust department of the correspond- 
ent bank. 


The local banker should participate in 
the interviews and, so far as possible, the 
prospect should be encouragd to use his 
local attorney in preparing the necessary 
documents, his local accountant in any ac- 
counting problems involved, and his local 
insurance underwriter in any case where 
insurance may be indicated as a result of 
the interview. The prospect should be en- 
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couraged to specify in his trust document 
that the commercial banking business of 
the estate should be done with the local 
bank in so far as it is consistent with the 
best interests of the estate. 


Once such an arrangement has been 
made between the local bank and the trust 
department of its correspondent in the 
State, the correspondent bank can furnish 
the local banker with trust literature need- 
ed to enable him to interest the local pros- 
pects in the subject at hand. The chief 
difficulty anticipated is the lack of experi- 
ence of the local bankers in trust new busi- 
ness development. Therefore, it is most im- 
portant that he select his most likely pros- 
pects first, so that when the trust represent- 
ative comes, the local banker, by sitting in 
on the conference, will learn many factors 
that will be helpful to him in the solicita- 
tion of other prospects. After the process 
has commenced to work, it should progress 
rapidly. 


ADVANTAGES OF PLAN 


OME of the advantages to this plan are 

as follows: 

(1) It enables the local banker to retain 
his best commercial banking business, 
whereas the appointment of a trust depart- 
ment in some other community without 
such a plan, as is suggested, might tend to 
lead the commercial banking business to 
the other institution. 


(2) Those local banks that now have 
small trust departments will be in a posi- 
tion to offer to their customers every trust 
service that any bank in the State is in a 
position to offer. In time, as the local bank 
develops sufficient trust business, it can 
terminate its relationship with the city 
correspondent at a time when the local 
bank would be justified in having additional 
trust facilities needed for a completely 
rounded trust department of its own. 

(3) It is most important that estates of 
substantial size be kept intact because such 
estates frequently involve going businesses, 
the income from which is much larger than 
could be produced if those businesses were 
sold and the proceeds reinvested in safe 
securities. In addition, under our present 
tax system such estates can probably not 
be duplicated and so it is most important 
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that they be held together for as long as 
it is possible and consistent with the best 
interests of the particular case. In holding 
these estates together the banker is increas- 
ing the spendable income of his community, 
so that the next generation will have the 
advantage of this accumulated wealth to 
go forward in its economic undertakings. 


Your commission is most optimistic over 
the prospects of very substantial benefits to 
be derived from this form of cooperation 
and the plan is recommended most enthusi- 
astically to the bankers of Alabama. Let us 
call our plan “Coordinated Trust Services” 
and let us proceed to put the plan into 
operation. 


REPEAL OF THE COMMUNITY PROPERTY LAW is 
called for in a resolution adopted by the 
Oregon Bankers Association at its recent an- 
nual convention. The law’s main purposes are 
now served by the community property pro- 
visions of the Revenue Act of 1948. 


Complete 


TRUST 
SERVICE 


IN FLORIDA 


THE FIRST NATIONAL wa 
AT ORLANDO 


ORLANDO e FLORIDA sal 
a) 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Now settling Estates of 
satisfied beneficiaries of the 
third generation. 


The Plainfield Trust Company 
Plainfield, New Jersey 


Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 





ACCOUNTING for WORTHLESS SECURITIES 


Procedure Suggested by Pennsylvania Bankers Association 
Committee on Trust Operations* 


T is a well recognized principle of trust 
Diciniting that all assets should be ac- 
counted for, regardless of their value. How- 
ever, investment reviews and accounting 
procedures are often complicated because 
some accounts hold worthless securities. In 
the case of accounts which are closed and 
where it is impossible to make distribution 
of worthless securities or items with little 
or unknown value, there is always the prob- 
lem as to how items can be properly dis- 
posed of, as, for example, where stocks can- 
not be transferred because the company 
is out of existence. 


A recommended procedure for handling 
such items, so as to avoid setting them up 
on the records and to facilitate closing of 
accounts, is as follows: 


NEW ACCOUNTS 


HEN assets are received they should 

be reviewed by the Trust or Invest- 
ment Officer in order to determine which 
items are absolutely worthless. This can 
be done by consulting statistical reports or 
by direct correspondence. Items determined 
to be absolutely worthless, that is where 


*Chairman, George C. Robinson, trust operations officer, 
Fidelity-Philadelphia Trust Company. 


the charter has been cancelled, should be 
placed in a sealed envelope and entered in 
the account on the books of the Trust 
Department as a miscellaneous asset at $1. 
It is suggested that the letter advising 
that the security is worthless be filed with 
the certificate. Where it cannot be deter- 
mined that the corporation is out of ex- 
istence and there is a possibility that the 
security may have some little or unknown 
value, it should be entered on the records 
in the usual manner. 


EXISTING ACCOUNTS 


HENEVER items held in trusts are 
\\ determined to be absolutely worth- 
less they should be removed from the rec- 
ords, placed in a sealed envelope and en- 
tered in the account as a miscellaneous 
asset at $1. It is recommended that such 
withdrawals be approved by the Trust In- 
vestment Committee. 


CLOSING ACCOUNTS 


HEN closing accounts, every effort 
should be made to distribute all 


worthless assets and items with little or 
unknown value. Where for some reason it 
is impossible to distribute worthless. items 








WORTHLESS SECURITY CONTROL 


DEPOSIT OR 
WITHDRAWAL 


Name of Account 


Number of Account —.. 


Date 
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Withdrawn) BY -----------------------—----- = 
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DESCRIPTION OF ITEMS 











RSID a RP 5 OE ig a AC ee nN Breage a a 





Vault Custodian 
I a a a a i 


Form “A” 


64 


TRUSTS and ESTATES 





or assets with little or unknown value, they 
should be set up in a worthless security 
control, as follows: 


Form “A”, reproduced here, should be 
prepared and sent to the vau't with the 
worthless securities. This ticket should be 
signed by the vault custodian and forward- 
ed to the Accounting Department where 
the items listed on Form “A” should be 
posted to a’ master index of worthless se- 
curities (Form B). The original entry 
(Form A) should then be filed alp‘iabetic- 
ally by account title and the master index 
(Form B) filed alphabetically according to 
securities descriptions, thereby providing 
a cross index which will be available to 
answer any inquiries as to particular ac- 
counts or particular securities. 


Withdrawals may be made by means of 
Form “A”, which should be routed in the 
same manner as in the case of items en- 
tered on the Worthless Security C»nitrol. 

Securities which are carried in the 
Worthless Security Control should be de- 
posited in a separate compartment in the 
vault. The certificates should be filed alpha- 
betically by security issues. 


Whenever distributions are made upon 
the closing of accounts the worthless secur- 
ity records should be examined to deter- 
mine whether or not such items ave held 
and, whenever possible, such items should 
be distributed. If for some reasen d stribu- 
tion cannot be made, then such items may 
remain in the Worthless Security Control. 


Toronto, Canada—T. D’Arcy Leonard, K.C., 
was elected president of the Dominion Mort- 
gage and Investments Association. Mr. Leon- 
ard is general manager of CANADA PERMANENT 
Trust Co. 


the Revolutionary New 
FILM-A-RECORD READER-DESK 


With this new Film-a-record motor driven 
Reader-Desk you can: 

Find any image on a 100-ft. roll of Microdexed 

microfilm in 60 seconds or less. 

Load, focus, adjust image position and start film 

moving up to 150-ft. per min. without leaving 

your chair. 


Stop or reverse film travel instantly without 
film damage. 
Advance film with one hand, transcribe with 
other hand. 


Fixed focus at all readable speeds. Improved 
visibility. Driven and controlled by one motor, 


WRITE FOR FREE DESCRIPTIVE FOLDER 
Photo Records Division, Room 155, 315 Fourth 
Ave., New York 10, N. Y. 


FOR GREATER BUSINESS EFFICIENCY 
— USE PHOTOGRAPHY 


Reniaglon Read 


How TO Prorit THROUGH TAX EXEMPTION is 
the title of an attractive booklet describing 
the advantages, from the investor’s point of 
view, of tax-exempt securities. Written in 
non-technical language, the booklet explains 
the need for tax exemption in higher income 
brackets, presents a table showing how much 
tax exemption is worth, and cites the advant- 
ages of municipal bonds in this connection. 
The booklet was prepared for Ira Haupt & 
Co., New York investment firm, from whom 
copies and additional information regarding 
distribution may be obtained at 111 Broadway. 
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Georgia Trustmen Get Tips 
on Efficiency 


N efficient trust department should: 
1. Hire the right people, 


2. Pay them well and treat them right, 


8. Weed out the misfits and drones, 

4. Choose leaders and planners for super- 
visors, and 

5. See that the department is well organ- 
ized, and properly housed and equipped. 


Thus R. M. Stephenson, chief examiner of 
Federal Reserve Bank of Atlanta, summarized 
his remarks before the Georgia Trust Officers 
Conference on June 8. Mr. Stephenson present- 
ed the following statistics as to Georgia trust 
departments: 

Of these 324 banks in the State on Dec. 
31, 1947, 28 had trust departments which took 
in gross income last year in excess of $100, 
as follows: 


Less than $5,000 
$ 5,000 to $10,000 
$10,000 to $25,000 
$25,000 to $50,000 
Over $50,000 


The gross income of the trust departments 
of these 28 banks amounted to 5.3% of their 
total income. This is somewhat less than the 
average bank received on service charges for 
deposit accounts and is about on par with what 
was received as income on bonds other than 
U. S. Government Securities. 


Commenting on these figures, Mr. Stephen- 
son declared that “the importance of a trust 
department is out of all proportion to its 
monetary return to the bank. An efficient, well 
run trust department is a credit to any bank, 
but a trust department in the hands of in- 
efficient, and inexperienced people is a poten- 
tial source of trouble and danger.” 


The Conference, which was presided over by 
H. M. Herin, vice president and trust officer 
_ of Columbus Bank & Trust Company, was also 
featured by a round-table discussion on the 
effects of the 1948 Revenue Act on estate plan- 
ning. 

The newly named Trust Committee for 1948- 
1949 includes: Carroll P. Jones, Chairman, 
Trust Company of Georgia, Atlanta; A. M. 
Adamson, Citizens & Southern National Bank, 
Atlanta; Eugene Hardy, Citizens & Southern 
National Bank, Savannah; Fay E. Mewborn, 
First National Bank, Atlanta; and C. E. New- 
ton, Jr., First National Bank & Trust Com- 
pany, Macon. 


Policies for Small Trust 
Departments 


UOTING Oliver Wendell Holmes’ state- 
ment that “We need emphasis on the 
obvious rather than elucidation of the 
obscure,” L. K. Elmore, Deputy Bank Com- 
missioner of Connecticut, told the Eastern 
Connecticut Bankers Association on May 5, 
that this is a good motto for a bank’s public 
relations program but it is particularly perti- 
nent to problems of a small trust department. 


Regulation F, promulgated by the Board of 
Governors of the Federal Reserve System, 
sets forth fifty-four separate responsibilities 
of directors of a national bank with respect 
to its trust activities. Emphasis should be 
placed upon having accurate records of dis- 
cussions and decisions of the directors with 
respect to such business. 


Mr. Elmore remarked that the disinterested- 
ness of a commercial officer who may have 
supervision over the clerks of a trust depart- 
ment which is too small to warrant a full-time 
trust officer might cause a serious condition, 
the ultimate responsibility for which falls upon 
the director. 


A passive investment theory was also at- 
tacked by the speaker because it does not 
necessarily constitute sufficient care and dili- 
gence. Each account should be analyzed by the 
trust or investment officer, utilizing research 
and statistical facilities. The aid of large cor- 
respondent banks or group service arrange- 
ments with investment houses are sometimes 
helpful. 


For the improper fulfillment of their re- 
sponsibilities, liability is levied against the 
directors as individuals and not as a board. 
Mr. Elmore quoted from “Studies in Trust 
Business” by Gilbert T. Stephenson, in which 
the reasonably prudent man is stated as being 
the standard in measuring the directors re- 
sponsibility. 


If the potential trust field, after being care- 
fully surveyed, warrants the establishment or 
continuation of a trust department then the 
decision to so do must be made with the under- 
standing that trained personnel and adequate 
research facilities must be provided. Scott on 
Trusts, Trust and Estates and the Trust Bulle- 
tin were among the sources of information 
recommended for every trust department. It 
was Mr. Elmore’s opinion that “side-line” trust 
departments have no place in the bank pic- 
ture. 
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— WHERE THERE’S A WILL — 


OHN P. ELTON, retired vice president of 

the American Brass Company, devised his 

homestead to the City of Waterbury, Conn., 
for the expansion of its civic functions, sub- 
ject to his wife’s right to occupy the home 
during her life at her expense. His collection 
of postage stamps is bequeathed to the Matta- 
tuck Historical Society. 

Mr. Elton placed $100,000 in trust to pay 
the income to his wife and, upon her death, to 
pay out of the income $100 per month to a 
servant and then to her husband. The balance 
of the income, and upon the death of the sur- 
vivor the entire income, is to go to a church 
and a hospital, equally. 

Two other trusts of $100,000 each are cre- 
ated for two daughters who will receive the 
income for life. Upon a daughter’s death, her 
trust is to be divided into as many shares as 
there are living issue of the daughter and the 
shares are to be held in trust or paid over 
depending upon whether the issue was born 
prior or subsequent to Mr. Elton’s death. In 
the event any beneficiary is without sufficient 
resources for his comfortable support and edu- 
eation, the trustee is authorized to use so 
much of the principal of his trust fund as the 
trustee deems wise. 

The rest of the estate after a bequest of 
$15,000 to the Elton Scholarship Fund at Trin- 
ity College, established by testator’s father, 
is to be held in trust to pay income to Mrs. 
Elton, with authority in the trustee to pay 
over so much of the principal as shall be 
necessary for her comfortable support and 
maintenance. 

Upon her death trusts of $25,000 each are 
to be set up for two sons, with a right to use 
the principal to the extent of $1,000 per year. 
A $50,000 fund is to be set up for the Water- 
bury Foundation and the remainder of the 
principal divided into two trusts for the bene- 
fit of the daughters. 

Colonial Trust Company of Waterbury is 
named sole executor and trustee. 


ILLIAM S. KNUDSEN, former pres- 

ident of General Motors and Director of 
War Production for the United States, gave 
his sister Louise a bequest of $25,000 and an 
additional $200 per month until this legacy is 
paid. Three nieces residing in Denmark each 
get $3,333.33 while children of a deceased sister 
receive a total of $10,000. Trusts of $25,000 
each are established with National Bank of 
Detroit for four sisters in Denmark. Two hun- 
dred dollars per month will be paid each bene- 
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ficiary until her death or exhaustion of the 
fund. At her death any balance in the fund is 
to be paid to her heirs. Until the funds are 
established each beneficiary is to receive $200 
per month. 


The rest of Mr. Knudsen’s estate is left in 
trust, one-third for the life benefit of Mrs. 
Knudsen and the balance in equal trusts for 
their four children. The son will receive his 
trust fund upon reaching the age of 35 while 
the three daughters must await their 50th 
birthday. Upon Mrs. Knudsen’s death her 
trust fund is to be divided equally among the 
children or added to their trusts if still in 
existence. 

The trustee is directed to convert any land 
or interests in land into personalty so that 
the estate will consist only of personal proper- 
ty. Authorization is given to the bank, which 
was also named executor, to expend so much of 
the principal as in its discretion may be néces- 
sary to meet an emergency or to further the 
best interest of the beneficiary. 


The 
FIRST NATIONAL BANK 


of 
MEMPHIS 


Memphis, Tennessee 
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S. E. RAGLAND, Chairman of the Board 
NORFLEET TURNER, President 

TROY BEATTY JR., Vice Pres. & Trust Officer 
IRA C. DENTON, Trust Officer 
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Successful Will Drafting Contest 


eee a year ago The Cincinnati Council 
of Life Underwriters and Corporate 
Trustees. (formerly The Cincinnati Life Insur- 
ance and Trust Council) considered the idea 
of conducting a legal instrument drafting con- 
test as part of a general public relations pro- 
gram. A committee headed by E. Vance Clark, 
trust officer, Central Trust Company, was ap- 
pointed to work out the details. The first step 
was a survey of similar contests conducted 
throughout the country, and it was found that 
in only a few cities had such contests been held. 


The contest committee decided that the first 
contest should be devoted to the drafting of a 
will by the students at Cincinnati’s two law 
schools — University of Cincinnati and the 
Salmon P. Chase College of Law. 


After drafting a set of rules and regulations 
to govern the contest and a statement of facts 
covering a hypothetical family situation, the 
committee invited the cooperation of The Cin- 
cinnati Bar Association, The Cincinnati Law- 
yers’ Club, The Corporate Fiduciaries Asso- 
ciation, The Cincinnati Life, General Agents 
and Managers Association, The Cincinnati Life 
Underwriters Association and the two Law 
Schools. 


With the complete approval and support of 
these cooperating organizations the contest was 
opened on March 15, 1948, and forty entries 
from the two schools were received. On May 1, 
twenty-five completed, unidentified wills were 
turned over to the judges who were William 
E. Anderson, vice president and trust officer, 
Central Trust Company; E. L. Douglass, Jr., 
of Waite, Schindel and Bayless; Albert L. Rus- 
sel, of Taft, Stettinius and Hollister; William 
A. Stark, vice president and trust officer, Fifth 
Third Union Trust Company; and Harry Stick- 
ney, of Paxton and Seasongood. A period of 
about three weeks was devoted to the judging 
and the final results were announced and prizes 
awarded at the annual meeting and outing of 
the Council on June 14. 


The winners and the prizes awarded were 
first prize, $100, Frederick E. Randolph; sec- 
ond prize, $50, William R. Matthews; third 
prize, $30, Stanley A. Samad; fourth prize, 
$25, William H. Reyering; fifth prize, $20., 
Carey S. Sheldon; all of University of Cincin- 
nati except Mr. Matthews. 


Because of the tremendous interest shown 
in this contest not only by the faculties of the 
two law schools but also by the cooperating 
organizations and the local newspapers, it is 
felt that a great stride has been made in im- 
proving relationships between corporate trus- 


tees, attorneys and life underwriters in this 
community. 

The newly-elected officers of the Council are: 

President, Lee B. Scheuer, General Agent, 
State Mutual Life Assurance Co. 

Vice-president, Maynard D. Conklin, trust 
officer, Fifth Third Union Trust Co. 

Secretary-Treasurer, George Vinsonhaler, 
General Agent, John Hancock Mutual Life 
Insurance Co. 

+ 


DELAWARE LIFE INSURANCE & TRUST COUNCIL 
elected the following officers (all of Wilming- 
ton) for the coming year: 


President: A. Cleaver Bolton, Equitable 


Trust Co. 
Vice Pres.: William B. Stormfeltz, Provident 
Mutual Life Ins. Co. 


Sec’y: J. R. Johnson, Industrial Trust Co. 


Treasurer: L. C. Kiesling, Continental Amer- 

ican Life Ins. Co. 
* 

A TAX AND ESTATE PLANNING FoRUM held in 
St. Louis during the week of June 1, was at- 
tended by about 500 insurance agents, lawyers, 
trustmen and tax accountants. It was spon- 
sored by the St. Louis C.L.U., Corporate Fi- 
duciaries Association and the St. Louis Life 
Insurance & Trust Council. S. J. Foosaner, 
Newark attorney and tax editor of Trusts and 
Estates, C. P. Fordyce and Daniel Bartlett, 
St. Louis, attorneys, spoke on gift taxes and 
testamentary dispositions of businesses. 


& 
MILWAUKEE LIFE INSURANCE AND’ TRUST 
COUNCIL at its meeting June 21, heard an ad- 
dress on “Joint Tenancy in Personal Property 
and Its Tax Consequences” by Patrick W. Cot- 
ter, local attorney. 

e 


THE NEW ORLEANS LIFE INSURANCE AND 
TRUST COUNCIL was organized on June 10, 
with forty-seven charter members of the or- 
ganization meeting, comprised of thirty-five 
life underwriters and twelve trust men. The 
following officers were elected for the year 
1948-1949: 

President, Francis C. Doyle, vice-president 
and trust officer, The National Bank of Com- 
merce. 


Vice-president, Malcolm L. Dinwiddie, 


C.L.U., associate general agent, Penn Mutual] 
Life Insurance Co. 


Treasurer, Kenner Baetjer, assistant trust 
officer, Hibernia National Bank. 


Secretary, Thomas C. Nicholls, Jr., C.L.U., 
agent, New England .Mutual Life Ins. Co. 
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PERSONNEL CHANGES in TRUST INSTITUTIONS 


CALIFORNIA 


Fresno—Chalmer E. Lones, attorney and 
former city judge of Kingsburg, has been ap- 
pointed trust officer of the Fresno branch of 
SEcuRITY-First NATIONAL BANK of Los An- 
geles, to succeed Dudley Hayes. Mr. Lones 
served as commanding officer of the school of 
naval justice at Port Hueneme, and wrote a 
textbook on court-martial law. 


San Francisco—At the main office of AMER- 
ICAN TRUST Co., John C. Brundage was made 
an assistant secretary in the trust department; 
Albert W. Smith an assistant trust officer. At 
Oakland main office, Glendon A. Wardhaugh 
was named an assistant secretary in the trust 
department. 


Salinas—The Salinas branch of BANK OF 
AMERICA N. T. & S. A. has been designated as 
the district headquarters for a newly created 
Salinas Trust District, which includes the 
trust activities of all branches in Monterey 
County. Ulysses A. Gribble, heretofore assist- 
ant vice president in the legal department of 
the bank in San Francisco, has been named 
trust officer in charge of these activities. 


CONNECTICUT 


New Haven—Louis L. Hemingway, Jr., was 
appointed auditor of the SECOND NATIONAL 
BANK. Mr. Hemingway, who joined the staff 
of the Bank in 1946 after having served in 
the Navy over four years, is the son of the 
bank’s president and a grandson of the late 
Samuel Hemingway, who was president until 
1930. 


Simsbury—Ernest L. Fetzer, a member of 
the New York State bar, has been appointed 
assistant trust officer of SIMSBURY BANK & 
Trust Co. 


DISTRICT OF COLUMBIA 


Washington—Directors of the WASINGTON 
LOAN & TRUST Co. announced the election of 
Charles H. Doing as chairman of the board, 
and Alfred H. Lawson as president to succeed 
Harry G. Meem, who has retired after serving 
in that capacity since 1931. Mr. Lawson was 
formerly vice president. 


FLORIDA 


Miami—First NATIONAL BANK announces 
that Lee C. Robinson has been named a vice 
president and trust officer. After practicing 
law in Chicago, Mr. Robinson became affiliated 
with the Harris Trust & Savings Bank. In 
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1931, he became assistant to the president of 
Fiduciary Trust Co. of New York, from which 
he recently resigned as senior vice president. 
During World War I, he was a-pilot in the 
U. S. Naval Reserve Flying Corps. 


ILLINOIS 


Chicago—Robert D. Mathias has resigned 
as president of OLD NATIONAL BANK (Evans- 
ville, Ind.) to become president of a new insti- 
tution to be known as the Chicago National 
Bank, through the merger of Chicago Terminal 
National Bank and the Industrial National 
Bank of Chicago. He is immediate past pres- 
ident of the Indiana Bankers Association. 


Chicago—Harry E. Frey, formerly assistant 
secretary, has been named assistant vice pres- 
ident of CHICAGO TITLE & TRUST Co. 


Chicago—Edward M. Cummings has been 
elected a second vice president of CONTINENTAL 
ILLINOIS NATIONAL BANK & TrusT Co. He was 
formerly an assistant vice president of the 
Chemical Bank & Trust Co., New York. 


Chicago—Wilfred H. Bell, assistant secre- 
tary in the trust department of NORTHERN 
TrRusT Co., retired last month after 49 years 
of service with the bank. His retirement marks 
the completion of the longest record of service 
of any officer or employee. 


INDIANA 


Evansville—(See Chicago). 


MARYLAND 


Baltimore—Robert S. Middleton succeeds 
Joseph A. Wherrett as corporate trust officer 
of MARYLAND TRusST Co., upon the latter’s re- 
tirement due to ill health. 


MASSACHUSETTS 


Boston—Edward Motley, senior executive 
vice president of WEBSTER & ATLAS NATIONAL 
BANK, was appointed president to fill the 
vacancy caused by the recent death of Ray- 
mond B. Cox. 


NEW HAMPSHIRE 
(See page 70.) 


NEW YORK 


Buffalo—MANUFACTURERS & TRADERS TRUST 
Co. (See Pittsburgh.) 

Malone — W. Barry Crooks has been ad- 
vanced from assistant cashier to cashier and 
trust officer of FARMERS NATIONAL BANK. He 
succeeds F. J. Taylor, who resigned. 





New York—BaNnk or New York & FirTH 
AVENUE BANK announced the following 
changes: Charles M. Bliss, heretofore vice 
president in charge of investment counsel, to 
be administrative vice president; Roderick Mc- 
Rae, vice president, now in charge of security 
research department, to be chief investment of- 
ficer with supervision over investment counsel 
activities; James Carey, formerly vice pres- 
ident in the trust department, becomes director 
of employee relations. 


New York—Joseph L. Kelly is the newly ap- 
pointed custody officer in the trust department 
of CHASE NATIONAL BANK. 


New York—John J. Clooney and Carl A. 
Dengel have been promoted to trust officers at 
the Fipucitary Trust Co. (and see Miami, 
Fla.) 


New York—Clement M. Cooder, trust officer 
of FULTON TRUST Co., has also been named a 
vice president. Mr. Cooder has been with the 
bank since 1918, is a member of the executive 
committee of the Corporate Fiduciaries Asso- 
ciation of New York, and a graduate of Prince- 
ton University and Columbia Law School. 


New York — 
IRVING TRUST Co. 
announces the 
election of Earl 
S. MacNeill as an 
assistant vice 
president in the 
Personal Trust 
Division to spe- 
cialize in estate 
planning. A mem- 
ber of the New 
York Bar, Mr. 
MacNeill was 
trust officer of 
the CONTINENTAL 
BANK & TRUST 
Co. of New York which was recently acquired 
by the CHEMICAL BANK & Trust Co. Well 
known for the past 20 years as a trust officer 
and attorney, Mr. MacNeill is a member of the 
Committee on Trust Information, Trust Di- 
vision, American Bankers Association, and of 
the Council of the Real Property, Probate and 
Trust Law Section, American Bar Association. 
He is also a past chairman of that section’s 
Committee on Pension and Profit Sharing 
Trusts. 


Currently Mr. MacNeill is president of the 
New York Financial Advertisers, and previ- 
ously has been chairman of the Trust Devel- 
opment Section of the parent national organ- 
ization — Financial Public Relations Asso- 


E. S. MacNEILL 
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ciation. He is well known to readers of Trusts 
and Estates for his excellent articles and ad- 
dresses at various conferences. 


New York—TITLE GUARANTEE & TRusT Co. 
has announced the election of Barnard Towns- 
end, president of the Troy (N. Y.) Savings 
Bank, as president and chief executive officer, 
effective July 1. He succeeds Harold W. Hoyt. 
Mr. Townsend; 39 years old, becomes one of 
the youngest trust company presidents in the 
country. A graduate of Choate School, Mr. 
Townsend served from 1942 to 1944 as chair- 
man of the investment committee of the Sav- 
ings Banks Association of the State of New 
York, and in.1944 and 1945 was a member of 
the Council on Administration of the National 
Association of Mutual Savings. 


Poughkeepsie—Thomas F. Kane has been 
elected executive vice president and trust offi- 
cer of the FALLKILL NATIONAL BANK & TRUST 
Co., and has been succeeded as cashier by R. 
G. Baumbusch. 


NEW HAMPSHIRE 


Manchester — 
Ralph A. Me- 
Ininch has been 
elected president 
of the MER- 
CHANTS NATION- 
AL BANK to suc- 
ceed the late Har- 
ry L. Additon. 
Mr. McIninch 
comes from the 
post of vice pres- 
ident and trust 
officer of Union 
Trust Co., Provi- 
dence. He is a 
graduate of the 
Graduate School of Banking, and is a member 
of the trust operations committee of the Trust 
Division, American Bankers Association, and 
currently is serving as vice president of Cor- 
porate Fiduciaries Association of Rhode Is- 
land. 


RALPH A. McININCH 


OHIO 


Youngstown—tTrust officer J. M. MacIntosh, 
a member of the trust department of the DoL- 
LAR SAVINGS & TRusST Co. for 20 years, has been 
appointed head of the department. He suc- 
ceeds A. E. Adams, Jr., who resigned recently 
to become a vice president of the UNION Na- 
TIONAL BANK in Youngstown. The Dollar’s 
trust department has some $35,000,000 of 
trusts and a staff of 20. 
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PENNSYLVANIA 


Pittsburgh — 
FIDELITY TRUST 
Co. has announc- 
ed the election of 
Paul A. Davis as 
assistant _secre- 
tary in the Estate 
Planning Depart- 
ment. Mr. Davis 
was previously 
associated with 
the estate plan- 
ning department 
of the Manufac- 
turers and Trad- 
ers Trust Co., 
Buffalo, N. Y. 
During the war he served as a Red Cross field 
director and supervisor in North Africa and 
Italy. 


Philadelphia—Orville H. Beadle has ad- 
vanced from assistant trust officer to assistant 
cashier at CORN EXCHANGE NATIONAL BANK & 
Trust Co. 


Philadelphia—Herbert W. Goodall resigned 
as vice chairman of the board of TRADESMENS 
NATIONAL BANK & TrRustT Co. He had previous- 
ly been president until elected vice chairman in 
December, 1947. 


Philadelphia—Trust officer John W. Brock 
has retired under LAND TITLE BANK & TRUST 
Co’s. pension plan. Since he joined the bank in 
1920, he has been engaged entirely in trust 
and estate work. He is a graduate of Harvard 
University and of the Law School of the 
University of Pennsylvania. W. W. Delamater 
has been appointed assistant vice president in 
charge of advertising, publicity and public re- 
lations. 


PAUL A. DAVIS 


RHODE ISLAND 


Providence — Union Trust Co. (see Man- 
chester, N. H.) 


TEXAS 


Dallas—Marshall S. Cloyd, assistant vice 
president, First NATIONAL BANK, has been 
named advertising and public relations direc- 
tor, to succeed Jordan C. Ownby, vice president 
in charge of that work, who resigned due to 
ill health. 


UTAH 


Salt Lake City—At the Exchange Place 
branch of First Securiry BANK OF UTAH 
L. P. Van Voorhis was elected senior vice 
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president and branch manager; P. W. Dayer 
elected vice president and trust officer; Ralph 
D. Cowan named trust officer. Other former 
trust officers of the bank( recently consolidated 
with the First National Bank) will continue 
to serve in their regular capacity. 


Mergers 


Butler & Pittsburgh, Pa.—Merger of the 
BUTLER COUNTY NATIONAL BANK with the 
MELLON NATIONAL BANK & TRUST CO., Pitts- 
burgh, was to be approved July 9, the former 
bank becoming the “Butler office” of the Mellon 
National. Russell W. Dixon will be assistant 
manager and trust officer. 

Philadelphia, Pa.—Acquisition of the busi- 
ness of the NORTHERN TRUST CO. by the PROVI- 
DENT TRUST CO. has been approved by the re- 
spective boards of directors. William R. K. 
Mitchell, president of the Provident, an- 
nounced this will raise deposits of Provident 
well over the $100 million mark and that 
personal trusts will exceed $400 million. 
Northern Trust Co. developed a _ substantial 
volume of trusts as a result of its location 
near the Delaware, in an older section of 
Philadelphia, settled chiefly by families of 
German descent. All officers will be retained. 


Leesburg, Fla.—First NATIONAL BANK has 
been granted trust powers under the Federal 
Reserve Act. 

Greensboro, N. C. — GUILFORD NATIONAL 
BANK has been granted trust powers under the 
Federal Reserve Act. W. L. Burns, president, 
will act as trust officer until a full-time officer 
can be obtained. 


The Union Bank Singers, employees of the Union 

Bank & Trust Co., Los Angeles, who under the direc- 

tion of R. Denton Hendrickson presented a musical 

program at the June 19th meeting of the Ulster Irish 
Association. 





Rochester, N. Y. 
—The degree of 
Doctor of Laws 
was conferred on 
William H. 
Stackel, vice pres- 
ident, trust offi- 
cer and director 
of the Security 
Trust Company 
of this City by 
Wagner College, 
Staten Island, at 
exercises held 
June 6th at the 
college. Confer- 
ring of this hon- 
orary LL.D. degree by Wagner College is in 
recognition of Mr. Stackel’s outstanding ac- 
complishments in the field of business, religion, 
and civic affairs. Mr. Stackel, who has served 
as president of the Trust Companies Associa- 
tion of the State of New York, is director of a 
number of business enterprises. 


WILLIAM H. STACKEL 


In Memoriam 


Guy W. Cooke, formerly assistant cashier of 
the First National Bank of Chicago, and for 
thirty-three years in charge of the bank’s ad- 
vertising; one of the organizers of the Finan- 
cial Advertisers Association (now Financial 
Public Relations Association). 


RAYMOND B. Cox, president of Webster & 
Atlas National Bank, Boston. 


G. LYLE F_SCHEFR, second vice-president of 
Northern Trust Co., Chicago. 


SEWARD W. JONES, president of Newton- 


Waltham (Mass.) Bank & Trust Co. 


Ov:s O. MATTHEWS, vice-president and trust 
officer of the Lamasco Bank, Evansville, Ind. 


EUGENE MuRRAY, chairman of the board and 
former president of Fidelity Trust Co., Pitts- 


burgh. 
LATHAM T. SOUTHER, trust officer of the 
First National Bank of Springfield, III. 


Fort Worth, Texas—Seventy-five years of 
growth were celebrated on July 1 by the Fort 
WorTH NATIONAL BANK. The bank was found- 
ed by Thomas A. Tidball and John Wilson. In 
1884, after several changes in ownership, its 
present name came into being officially. At 
present it is the largest bank in Fort Worth 
and West Texas and has resources in excess of 
$171,000,000. 
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Corporate Fiduciary Association 


Elections 


Southern California Trust Officers Assn.: 
President: Varian S. Green, Security-First 
National Bank of Los Angeles; Secretary- 
Treasurer: Fay H. Kerns, Union Bank & 
Trust Co., Los Angeles. 

Trust Section, Colorado Bankers Assn.: 
Chairman: Hugh McLean, Colorado National 
Bank in Denver. : 

Trust Division, Kansas Bankers Assn.: Pres- 
ident: Guy W. Astle, First National Bank, 
Hutchinson; Vice President: John R. Tucker, 
First National Bank in Wichita; Secretary- 
Treasurer: F. W. Boone, First National Bank, 
Coffeyville. 

Trust Powers Committee, Oregon Bankers 
Assn.: Chairman: Lorne L. Miller, Portland 
Trust & Savings Bank. 

Group VII, Trust Division, Pennsylvania 
Bankers Assn.: President L. M. Campbell, Oil 
City National Bank; Vice President: D. E. 
Stone, Warren National Bank, Warren; Secre- 
tary-Treasurer: J. S. Armstrong, Grove City 
National Bank. 

Corporate Fiduciaries Assn. of Philadelphia: 
President: Malcolm Johnston, Girard Trust 
Co.; Vice President: Paul C. Wagner, Fidelity- 
Philadelphia Trust Co.; Secretary-Treasurer : 
Robert U. Frey, Pennsylvania Company for 
Banking & Trusts. 


Trust Division, Utah Bankers Assn.; Pres- 
ident: J. LaMont Preece, Tracy-Collins Trust 
Co.; Vice President: W. L. O’Meara, Continen- 
tal National Bank & Trust Co.; Treasurer: 
Ralph Cowan, First Security Bank of Utah; 
Secretary: Clair M. Mortenson, Walker Bank 
& Trust Co. 

Trust Company Division, Vermont Bankers 
Assn.: Chairman: Gerald M. Ladd, Hardwick; 
Vice Chairman: Frank G. Shumway, Brattle- 
boro; Secretary-Treasurer: Earl W. Reed, Es- 
sex Junction. 


Corporate Trustees Assn. of Washington: 
President: John M. Gilbertson, Puget Sound 
National Bank, Tacoma; Vice President: Hen- 
ry Hendricks, National Bank of Commerce, 
Seattle; Secretary-Treasurer: P. W. McEntee, 
Seattle First National Bank, Spokane. 

Trust Companies Assn. of Ontario: Immedi- 
ate Past-President: J. W. Scott, Waterloo 
Trust & Savings Co.; President: Henry E. 
Langford, Chartered Trust & Executor Co.; 
Vice President: J. Allyn Taylor, Canada Trust 
Co.; Secretary-Treasurer: Laurence G. Good- 
enough. 
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CURRENT FEDERAL 


TAX NOTES 


SAMUEL J. FOOSANER 


Counsellor at Law, Newark; Special Tax Lecturer at New York 
University, University of Miami, Rhode Island State College, 


INCOME TAX 


Parol trusts held ineffective to shift income 
from grantor. Taxpayer, president of Herberts 
Machine Co., over a period of years prior to 
1941 made gifts of Company stock to his wife 
and children. New stock certificates were prop- 
erly issued and gifts were complete in all re- 
spects. In January 1941, the donated stock, to- 
gether with additional stock in taxpayer’s 
name, was transferred to him as trustee under 
oral trusts. In December, 1941, irrevocable 


trusts in writing were executed. Under these 
trusts, taxpayer reserved right to use income 
for support and maintenance of his daughter 
for life and of his son during his minority. 
Corpus of trust for son was to be distributed 


to him upon his reaching majority. Commis- 
sioner taxed taxpayer on income from all 
gifts. 


HELD: Taxpayer was not taxable on income 
attributable to gifts made prior to 1941. These 
represented completed gifts and income was 
taxable to donees. Income from additional 
property transferred during 1941 was taxable 
to taxpayer. Trusts were not dry or passive 
trusts so that full legal and equitable title 
could be said to pass at once to children. 
Since purpose of trusts was not indicated with 
reasonable certainty, they were either invalid 
for want of certainty, or valid, but revocable 
under state law. In either case, income was 
taxable to taxpayer; in one case under Section 
22(a), in the other under Section 166, I.R.C., 
Herberts v. Comm., 10 T.C.-No. 135, June 7. 


Appeal of State court proceeding made it 
“adversary” and controlling for tax purposes. 
Tax Court decided that three trust deeds estab- 
lished a single trust. In so deciding, that Court 
disregarded decision of New York Supreme 
Court (in which U. S. was not a party) that 
each trust deed created multiple trusts. Action 
in New York Court was originally non-ad- 
versary. But after tax case arose, complaint 
in New York court action was amended to 
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and Practising Law Institute 


raise question. One of the parties thereafter ap- 
pealed the decision of the New York Court 
which was affirmed. 


HELD: The State Court judgment was ren- 
dered in an adversary proceeding and it was 
binding upon the Tax Court. Appeal from 
original decision made it adversary suit espe- 
cially since on appeal from state court decision 
one judge dissented. Fact that appeal was 
considered showed that judgment was not 
by consent, for consent judgment by its nature 
precludes an appeal. Kelly Trust #2 v. Comm., 
CCA-2, May 27. 


Grantor may deduct rent paid trustee under 
concurrent lease arrangement. Physician cre- 
ated irrevocable trust for benefit of his wife 
and children with bank as trustee. He con- 
veyed building in which he conducted his med- 
ical clinic to trustee. At same time he entered 
into lease with trustee for 10-year period. 
Rental was fixed at $500 per month for first 
two years. Thereafter, rent was to be fixed by 
mutual agreement or, in case of disagreement, 
by arbitration. Commissioner disallowed de- 
duction of rent on ground that taxpayer had 
fixed his own rent and that there was no real 
obligation for him to pay such amount. 


HELD: The lease was valid and the rent 
reasonable. Fact that taxpayer had voluntar- 
ily entered into transaction did not make rent 
non-deductible. Trust was valid and irrevocable. 
It wholly divested taxpayer of any interest in 
the trust property. A change in the taxpayer’s 
economic status had occurred. Skemp v. 
Comm., CCA-7, June 8. 


Annuity tax treatment not applicable to in- 
terest payments under single premium an- 
nuity contracts not based on life expectancy. 
Over period of years from 1928 to 1935, tax- 
payer procured nine contracts from various in- 
surance companies. In each case, a single 
premium, in excess of the amount payable to 
taxpayer on surrender or upon death to bene- 
ficiary, was paid. This amount was the same 
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to all applicants regardless of age or sex. Each 
year interest was paid by companies to tax- 
payer at the rates then prevailing. Taxpayer 
reported income from these contracts as in- 
come from annuities, excluding excess over 
3% of the consideration paid. Commissioner 
took position that these contracts were invest- 
ments and interest was taxable in full under 
Section 22(a). 

HELD: For Commissioner. Annuity pro- 
visions introduced by Revenue Act of 1934 
were based upon life expectancy of annuitant 
under which the annual payments to be made 
during term of contract exhausted the con- 
sideration paid therefor. Under such a con- 
tract the annual payments necessarily include 
a return of capital, which was to be exempted 
from income tax. Instant case does not come 
within scope of that objective. Amounts of 
single premiums were computed without refer- 
ence to taxpayer’s age, sex, or tables of mor- 
tality. In such a situation, there is no reason 
to apply the formula applicable to annuities, 
since there is no return of capital to be ex- 
cluded. Igleheart v. Comm., 10 T.C., No. 103, 
May 6. 


ESTATE TAX 


Transfer under power of appointment held 
not gift by donee of power. Taxpayer was one 
of three children. Her father’s will divided his 
residual estate into three shares designated 
A, B and C. Each share was placed in trust, 
and one-half of the income thereof was be- 
queathed to taxpayer’s mother. Remaining half 
of income from share A was given to taxpayer 
for life and remaining half of income from 
share B was given to taxpayer’s sister for life. 
Remaining half of income from share C was 
given to taxpayer for life but with power to 
appoint the income to any person of testator’s 
blood. Although he wanted his three children 
to have equal shares eventually, he did not 
wish to leave share in the estate to the third 
child outright. Later taxpayer exercised her 
power of appointment in favor of the third 
child, whereupon the Commissioner sought to 
impose a gift tax. 

HELD: Transfer of property under a power 
was not a gift by donee of power. Prior to 1942, 
transfers of property under power of appoint- 
ment did not constitute taxable gifts. Treasury 
regulation holding that such transfers were 
taxable gifts was invalid. Commissioner’s alter- 
native contention that taxpayer had not exer- 
cised power of appointment but had made in- 
dependent gift, was contrary to proper inter- 
pretation of will. Comm. v. Walston, CCA-4, 
May 6. 
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Trust not exempt as bank deposits of non- 
resident alien. Decedent, non-resident alien, 
had executed instrument transferring in trust 
$79,000 which was on deposit in his name in a 
New York bank. Income from trust was to be 
paid to decedent for life and thereafter 
to his wife for life, with the principal 
subject to power of appointment by survivor. 
Decedent retained power to revoke trust with 
consent of trustee and have principal returned 
to him. In giving or withholding its consent, 
trustee was to consider only the interest of 
decedent. Decedent’s estate contended $79,000 
was exempt from estate taxation since decedent 
had reserved right to withdraw it from trust at 
any time and it was, therefore, a bank deposit 
within meaning of the tax law. 


HELD: The money did not fall in the cate- 
gory of a bank deposit in contemplation of 
the law and, therefore, was not exempt from 
estate tax. Even if there were no question as 
to trustee’s consent to revocation, the money 
in trust was not the same as “cash in bank.” 
Tax exemption had to be strictly construed. 
Unquestionably, there were situations con- 
templated in which the trustee might overrule 
decedent’s judgment as to revocation. City Bk. 
Farmers Tr. Co. v. Collector, CCA-2, May 27. 


Estate gets no deduction for void charitable 
bequests. Decedent’s will was valid but certain 
bequests therein made to charitable and re- 
ligious organizations were void by operation of 
Pennsylvania statute. The residuary legatees 
became vested with property bequeathed to the 
charities. They agreed, however, that charities 
should receive property described in void pro- 
visions of will. Commissioner disallowed de- 
ductions for charitable bequests. 


HELD: The estate was not entitled to a 
deduction for federal tax purposes. The prop- 
erty did not pass to charities under the will, 
but pursuant to agreement of residuary leg- 
atees. Marine National Bank v. Comm., CCA-3, 
May 12. 


Trust not taxable despite power of invasion. 
Decedent’s wife died after October 21, 1942 
(date of the 1942 Revenue Act) leaving her 
entire estate in trust. Entire income was to 
be paid to her husband (decedent) for life with 
power to encroach upon principal to extent he 
in his sole discretion deemed necessary or 
desirable for his welfare. Remainder was to 
devolve to wife’s sons. Decedent died in 1943 
without having invaded principal. Commission- 
er included the entire trust corpus in de- 
cedent’s gross estate. 


HELD: No part of trust corpus was in- 
cludible in decedent’s gross taxable estate. Pro- 
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visions of trust amounted to a power of ap- 
pointment of type which was specifically 
exempted by Section 811(f) (2) of the Internal 
Revenue Code. Schwab, Exr. v. Collector, U.S. 
D.C.—Middle Dist. of Ga., May 13. 


Insurance trust held created in contempla- 
tion of death. Eleven years before his death, 
decedent transferred insurance policies on his 
life to corporate trustee. Trust was irrevocable 
and decedent reserved no incidents of owner- 
ship in policies, or right to alter or amend 
trust. Trustee was to collect insurance pro- 
ceeds upon decedent’s death, using same to aid 
decedent’s executors in administering estate. 
Income was to be paid to decedent’s two sons 
and their descendants per stirpes. When pro- 
ceeds were no longer needed to aid the admin- 
istration of decedent’s estate, the corpus was 
to be distributed to decedent’s sons or their de- 
scendants. If they left no descendants, proper- 
ty was to devolve to charity. Upon decedent’s 
death, trustee collected insurance proceeds. 
While it made no loan to decedent’s executors, 
it did purchase 780 shares of Eastman Kodak 
stock for approximately $113,000. Executors 
then notified trustee that they had no further 
need to borrow. Thereafter, trust was termin- 
ated and the stock distributed. 


HELD: Corpus of insurance trust was prop- 
erly includible in decedent’s gross estate as 
transfer in contemplation of death. Transfer 
may be construed to have been made in con- 
templation of death even though decedent did 
not think death imminent. Purpose of statute 
is to reach substitutes for testamentary dis- 
position and thus to prevent evasion of estate 
taxes. Testamentary character of transfer was 
apparent on face of trust instrument. Estate 
of Sloan v. Comm., CCA-2, June 1. 


Trust includible where grantor retained 
power of revocation with consent of other ben- 
eficiaries. Under trust created by decedent on 
December 3, 1946, income from 7/9ths of 
corpus was payable to his wife for life. If she 
predeceased him, income was payable to de- 
cedent for life. Upon death of survivor of 
them, corpus was to devolve to decedent’s son 
or his issue. If son died without issue, corpus 
was to be distributed to his spouse if living; 
otherwise to charitable corporation. Gift tax 
return was filed and tax paid. Trust provided 
that it was created “without any right of revo- 
cation or recall in me [decedent].” It contained 
another provision, however, that trust could 
be revoked or terminated by written consent 
of all then living beneficiaries 21 years old or 
older. 


HELD: Decedent was a contingent bene- 
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ficiary. As such, he, together with all other 
beneficiaries, could terminate or revoke trust. 
Since decedent had power, in conjunction with 
others, to terminate or revoke trust, it was 
includible in his gross estate under statute, 
now Section 811 (d) (1) of the Internal Rev- 
enue Code. Estate of Seltzer v. Comm., 10 T.C.- 
No. 108, May 12. 


Entire joint property included in gross es- 
tate although converted into tenancy in com- 
mon before decedent’s death. In 1948, decedent 
entered into an agreement with his wife ter- 


yo Canada 


from Coast to Coast 


WITH OFFICES READY TO SERVE YOU AT 


OTTAWA 
TORONTO 
HAMILTON 
WINNIPEG 


CALGARY 
EDMONTON 
VANCOUVER 
VICTORIA 


HALIFAX 
SAINT JOHN 
QUEBEC 
MONTREAL 


We invite appointments as 
Agent to Executors of Estates 
with assets requiring administra- 
tion or transmission in Canada. 


Assets under Administration 
$945,000,000 


THE ROYAL TRUST 
COMPANY 


HEAD OFFICE—MONTREAL 


INSTITUTIONAL BOND 
SHARES 
OF 
Group Securities, INC. 
Incorporated 1933 
For Prospectus, Write 
Your Investment Dealer, or 


Distributors Group, Incorporated 


63 Wall Street 
New York 5, N. Y. 





minating joint tenancy in which substantially 
all their property was held and dividing prop- 
erty into two equal halves as tenants in com- 
mon. He also made gift to his son of approx- 
imately $33,000, representing about one-fifth 
of his estate. He had made no previous gifts, 
handling matters with his son consistently 
on business basis. Decedent died in 1944. Com- 
missioner included these transfers in his gross 
taxable estate as gifts in contemplation of 
death. 


HELD: Transfers were properly included in 
decedent’s gross taxable estate as having been 
made in contemplation of death. Controlling 
motive for creation of tenancy in common was 
reduction of estate taxes. None of the property 
was shown to have been contributed by wife. 
Division into interests in common was not a 
sale; nor did transaction involve adequate con- 
sideration in money or money’s worth. Ar- 
rangement was more nearly characteristic of 
testamentary disposition. Estate of Sullivan 
v. Comm., 10 T.C.-No. 124, May 27. 


Girt TAX 


Transfers held gifts despite annuities to 
grantor and surviving spouse. Taxpayer trans- 
ferred three tracts of real estate, one to each 
of his three children. His wife joined in the 
deed and released her inchoate right of dower. 
Simultaneously, the children executed agree- 


ment to pay their father, then 82 years of age, 
an annuity of $1,000 for his life and a further 
annuity to his wife, should she survive. Tax- 
payer claimed there was no gift tax due on 
ground that he had retained a right of in- 
vasion over the gift through the annuity obli- 
gations executed by the children. If gift tax 
was due, taxpayer contended that the value of 
annuities to both taxpayer and his wife, in 
ease she survived him, should be deducted. 
Commissioner’s valuation of the annuity to 
taxpayer was based upon table A following 
section 86.19 of Gift Tax Regulations 108. 

HELD: Gift was complete. Mere fact that, 
for security purposes, the annuity obligation 
was made a lien on the property did not neg- 
ative completness of gift; nor did it amount to 
a power to revest title to the property in tax- 
payer or to change beneficial enjoyment there- 
of. Contingent annuity for wife did not have 
to de deducted. Gift tax is an excise imposed 
upon receipt of property by various donees. 
As such, it is measured by value of property 
passing from donor. Contingent annuity to 
taxpayer’s wife did not constitute consider- 
ation flowing to him. Commissioner’s valuation 
of annuity under Regulations was not erron- 
eous. Estate of Bartman v. Comm., 10 T.C.- 
No. 136, June 9. 
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REVENUE BUREAU RULING 


Partnership agreement alone between hus- 
band and wife does not convert community 
property into separate property. Under Cali- 
fornia law, a husband and wife may by agree- 
ment change community property into separate 
property. Thus, where husband and wife are 
members of a partnership in which capital 
is an income-producing factor, income attri- 
butable to community property contributed to 
partnership by either spouse is held to be com- 
munity property, unless it appears from all 
facts that the contrary was intended. G. C. M. 
25642, 1948-11-12813 (p. 4). 


RECENT FEDERAL TAX LEGISLATION 


Marital Deduction for insurance proceeds 
extended. By Joint Resolution Congress has 
amended subsection (G) of Sec. 812 (e) of the 
Internal Revenue Code to permit the marital 
deduction for estate tax for life insurance pro- 
ceeds left at interest with the company. Under 
the provision as originally enacted in the Rev- 
enue Act of 1948, the marital deduction for 
insurance proceeds not payable outright ap- 
peared to be limited to installment payments 
consisting of principal and interest. Under the 
original text, it was necessary to give the sur- 
viving spouse the power to appoint the pro- 
ceeds remaining on death to his or her estate. 
As an alternative, the Resolution permits a 
power in the surviving spouse to withdraw all 
the proceeds. The amendment also extends the 
application of the marital deduction provisions 
to endowment and annuity contracts as well as 
insurance owned by the decedent on the life of 
another. H.J.R. 429. 


Circuit Court of Appeals given right of 
review in Tax Court cases. On June 25 the 
President approved the Judiciary Act (H.R. 
3214), which amends Section 1141la I.R.C. to 
provide that the Circuit Courts of Appeals and 
the United States Court of Appeals for the 
District of Columbia shall have the exclusive 
right to review the decisions of the Tax Court 
in the same manner as decisions of the 
district courts. This has the effect of repealing 
the Dobson rule of Tax Court finality. 
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Recent Will Appointments 


Lucien H. Tyng, financier and public utility 
executive; Guaranty Trust Company of New 
York, executor. 


William J. Gilpin, former manager of the New 
York Clearing House; Chemical Bank and 
Trust Company, New York, co-executor. 
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Recent Legislation 
(See earlier issues for previous reports) 
NEW JERSEY 


S.B. 125: Adopts a complete new banking 
code which includes the regulation of corpor- 
ate fiduciaries. 


RHODE ISLAND 


S.B. 187: Removes from inheritance tax 
statute the provision taxing intangible per- 
sonal property over which a non-resident de- 
cedent exercised or failed to exercise a power 
of appointment which power was derived from 
a resident or a resident decedent of Rhode 
Island. This leaves real estate and tangible 
personal property located in Rhode Island as 
the only property of a non-resident decedent 
subject to Rhode Island inheritance tax. 


H.B. 821: Exempts property held in trust 
by executors, administrators and trustees from 
City & Town property tax if held by a resi- 
dent trustee under a deed or will of a non- 
resident of this State, if property or the 
income therefrom is liable to taxation in the 
State of the domicile of the creator of the 
trust and is not employed in carrying on any 
business within Rhode Island and has not 
acquired a business situs within the State. 


Note: H.B. 821 was passed to avoid the 
double taxation which would otherwise result 
from the decision of Greenough vs. Tax As- 
sessors (85 Trusts and Estates 94.) which held 
that in a trust under the will of a New York 
decedent who appointed two trustees, one of 
whom was a resident of Rhode Island, Rhode 
Island could levy a property tax on one half 
of the intangible assets of the trust, even 
though the trust was fully taxable in New 
York, and all the securities were kept in and 
the trust was administered in that State. 


Will Contest 


THE FIRST ANNUAL WILL DRAFTING CONTEST 
sponsored by the Virginia Trust Company of 
Richmond, was won by James M. Ballengee, 
law student at Washington and Lee University. 
More than 40 graduating law students of four 
Virginia colleges participated for the first 


prize of $200 and other prizes making a total ° 


of $675. Winning contestants numbered two 
from each of the schools. This year’s contest 
covered the estate of a man 40 years old who 
left $250,000 in securities and real estate, plus 
a home valued at $50,000, to his wife and two 
children. 
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Retention of Own Stock 

The Durston Case, decided by the New York 
Court of Appeals last year (85 Trusts and Es- 
tates 261) has been clarified by a recent per 
curiam decision of the same Court in the 
Estate of Charlotte B. Ridings. The question 
of undivided loyalty as applied to the retention 
of its own shares by the corporate trustee was 
resolved in favor of the trustee. In this case 
the testatrix had authorized the continuation 
of any investments left by her. 


Courier ancillary service for out-of- 
state banks and trust companies, with 
efficient handling of trust and estate mat- 
ters requiring special attention in Florida. 


When your customers visit this state, they 
will receive from us the same courteous, 
personal service that they are accustomed 
to receive from you. 


Security 
Trust Company 


Shoreland Building, Miami, Florida 
FIDUCIARY SERVICE ONLY 





NOTES ON CURRENT LITERATURE 


Books 


An Estate Planner’s Handbook 


MAYO ADAMS SHATTUCK. Little, Brown and Co. 
575 pp. $7.50. 


A carpenter cannot do good work with poor 
tools, but the converse is not necessarily true. 
Estate planners need detailed knowledge, a 
philosophy and experience. 

Mayo Shattuck is an accepted authority in 
the field, with a wealth of practical and theo- 
retical knowledge plus a sound planning phil- 
osophy. He has, too, the ability to phrase his 
thoughts in a readable manner. 


The foreword presents the author’s general 
philosophy. Then the main text starts with 
simple fundamentals — why a young family 
should have insurance; insurance options; the 
family insurance trust; and business insur- 
ance; progresses in logical sequence through 
legal problems of the revocable trust (the 
author is strong in his advocacy of the revoc- 
able trust as an estate planning tool), struc- 
ture of the will, who should be trustee, powers 
of investment of trustees, discretionary func- 
tions, the prudent man rule and accountings, 
to taxes on estates, irrevocable trusts and 
joint estates. Finally complex problems such 
as determining the court of jurisdiction, specific 
pitfalls to avoid, power of appointment, per- 
petuities and actual draftsmanship are cov- 
ered. In the concluding portion the Clifford 
Regulations and the effects of the Revenue Act 
of 1948 are discussed. All chapters are amply 
annotated permitting further investigation of 
particular points. 


However objective an author may be, his 
writings reflect personal convictions. Neverthe- 
less this book has a minimum of bias and 
relatively few statements of opinion or fact 
may be controverted or even challenged. The 
text is a “must” for reference and study by 
trust officers, attorneys, accountants and in- 
surance men who specialize in helping others 
with property distribution planning. 


Reviewed by JOHN H. PITMAN, C.L.U., Connecti- 
cut General Life Ins. Co., New York. 


Investment Companies — 1948 Edition 


ARTHUR WIESENBURGER. Arthur Wiesenburger & 

Co., New York. 328 pp. $15.00. 

“Investment Companies,” now in its eighth 
year of publication, has achieved wide ac- 
ceptance as the standard reference book on 
the U. S. investment trust industry. The new 
volume has been expanded both in subject 
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matter and number of individual companies 
reviewed. 

A new chapter entitled “Uses For Specialized 
Purposes” is a particularly easy and quick 
reference to the more detailed explanations in 
later chapters regarding the possible use of 
investment company shares. The general dis- 
cussion of “Formula-Timing Plans,” designed 
to take the guessing out of when to buy or sell 
common stocks, discusses briefly several such 
plans — and gives examples as to how they can 
be used with investment company shares. Sev- 
eral significant 1947 developments that should 
mean a large increase in the use of investment 
company shares by fiduciaries are gone into 
at length. 

The standard reference portions contain the 
usual thorough annual compendia of statistical 
material on investment companies. There are 
analyses of 79 leading companies, the most 
important facts and figures on another 42 
companies. And for those who do not under- 
stand the technical language of financial cir- 
cles, the three-page glossary explains such 
terms as open-end company, leverage, balanced 
fund, dollar averaging and formula-timing. 


Money Market Primer 


JOHN T. MADDEN, MARCUS NADLER and SIPA 
HELLER. Ronald Press Company, New York. 212 pp. 
$3. 


A knowledge of the operation of the money 
market is important for a better understanding 
of the policies of the monetary authorities and 
the future trend of interest rates, prices and 
business activity in general. Two of the chap- 
ters are devoted to the reading of newspaper 
statements and other sources of information 
as to the money market. The operation of gov- 
ernment bond houses, managed currency and 
public debt management are treated. 


ARTICLES 


How Restrictive Agreements Determine 
Stock and Partnership Values 


JOHN H. VARNEY. Taxes, June. 


The development of the law through court 
decisions relating to the valuation of these 
interests is set forth. The close relationship of 
the parties, the lack of adequate consideration, 
the construction of the limitations and the 
absence of binding stipulations in life as well 
as in death remain as guideposts in drafting a 
sound and workable restrictive agreement. 
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Planning for the Income of an Estate and 

Its Heirs 

WILBUR H. FRIEDMAN & GERALD SILBERT. 

Fordham Law Review, March. 

This paper was prepared in connection with 
a lecture delivered by Mr. Friedman at the 
New York University Sixth Annual Institute 
on Federal Taxation. Two major principles to 
be applied in estate planning are to create as 
many different taxpayers as possible and to 
arrange for taxable income distributions to 
those having the largest amount of deductions. 
The various types of estate assets, such as 
partnerships, corporations, business insurance 
and life insurance, are treated. Suggestions 
are offered in the provisions for multiple and 
accumulation trusts. 


Creation of Estate Plans 


MAYO ADAMS SHATTUCK. The Journal of the 

American Society of Chartered Life Underwriters, June. 

This eighth installment is a commentary on 
the preceding seven, including special com- 
ments on the changes brought about since 1944 
relating to business insurance and the Federal 
tax law. The basic test in applying the estate 
tax to cross-insurance is whether or not there 
is a bona fide plan to use the insurance for 
the purchase of the business interest. A note 
of caution is expressed in that sound estate 
planning should not be made to suffer, as it 
usually does, in an effort to take advantage of 
the potential tax savings offered by the new 
law. 


Statistics of Trust Business 
GILBERT T. STEPHENSON. Trust Bulletin, May. 


This fifth study in the fourth series of 
Studies in Trust Business presents some sug- 
gestions on the need for informative statistics. 
The recent trend of annual revaluations of 
trust property to market value points the way 
toward the uniform method of valuation. Not 
only must the statistics reflect the value but 
also the degree of control exercised by the 
trust company. It is suggested that one of the 
Federal supervisory agencies be the logical 
instrumentality to collect the information, 
separate and apart from the usual periodic 
reports of condition. 


Preservation and Destruction of Trust De- 
partment Records 


Trust Bulletin, May. 


If there is plenty of storage room there is 
no reason why all records and correspondence 
should not be preserved. As long as there re- 
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mains any possibility of liability, sufficient of 
the records pertaining to that activity should 
be preserved. Another reason for preservation 
may lie in the desire of the company to have 
all the information available in the future for 
some interested party or for historical pur- 
poses. A list of certain items, which should 
be preserved is set forth. Where insufficient. 
room makes destruction necessary, experience: 
has shown that about 50% of storage space 
was occupied by correspondence. 


Estate Taxes and The Higher Learning of 
the Supreme Court 


LOUIS EISENSTEIN. Tax Law Review, April-May. 


In approximately one hundred and sixty-six 
pages the author covers trends in the estate 
tax law as evidenced by the construction hand- 
ed down by the Supreme Court. Among the in- 
teresting subjects are co-tenancies, gifts by 
trusts, powers of appointments, life insurance 
and community poperty. 


Taxes and Your Will 
MYRON L. GORDON. Wisconsin Law Review, March. 


A number of the so-called tax traps which 
beset will drafting are discussed. Among the 
topics covered are deductions, powers of ap- 
pointments, domicile, charitable bequests, in- 
surance options and allocation of trust in- 
come. 
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CLaims — Income Beneficiary Estopped 
from Claiming Back Income 


Missouri—Supreme Court 
Clark v. Mississippi Valley Trust Co., 211 S.W. (2) 10. 


Suit by beneficiary under a testamentary 
trust to recover alleged unpaid allowances. 
The trust created by the will provided for 
monthly or quarterly payments to plaintiff and 
to Grace Wilson Clark from the income as the 
trustee might determine to be for their best 
interests and necessary for their joint or separ- 
ate support with a view to their station in 
life. A codicil executed by testator a few 
months later limited the payments to be made 
to plaintiff under this trust to an amount suffi- 
cient to give him (in conjunction with other 
income) a total income of $6000.00 per year. 


In 1928 the trustee instituted an equitable 
action, in the nature of a friendly suit, in which 
all interested persons were joined as parties 
and in which it was alleged that plaintiff’s in- 
come was not adequate to support him under 
changed conditions brought on by the passage 
of many years and requested authorization to 
pay $7000.00 per year from the income of the 
trust to plaintiff. The Court in that suit order- 
ed the plaintiff to pay to plaintiff the sum of 
$7000.00 per year. These payments were con- 
tinued until 1945 and were accepted during 
all that time by plaintiff. Plaintiff now seeks 
to show that he is entitled to a larger share of 
the income of the trust during all the years 
from its inception in 1912. 


HELD: Relief denied. The will and codicil 
were one instrument. The clear, plain and 
unequivocal direction in the codicil controlled 
and it erased and took away the discre- 
tionary power given to the trustee by the trust 
in the will as _ originally executed. The 
1928 decree did not hold the codicil to be null 
and void. Plaintiff in the present action was 
estopped by his conduct from claiming more 
than the $7000.00 authorized by the 1928 decree. 


COMPENSATION — Complete Amount Sur- 
charged Where Attorney’s Fees Held 
Excessive 


New York—Appellate Division (2nd Dept.) 
Matter of Mette, N.Y.L.J., June 23. 


In an accounting proceeding, four of the 
eight legatees objected to the attorney’s fees. 
The Surrogate held the fees to be excessive and 
surcharged the executor with the full amount 
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Decisions 


of the excess. The executor and the attorney 
claimed that the surcharge should be limited 
to such part thereof as is proportionate to the 
interests of the objecting legatees. 

HELD: Affirmed. The executor is surcharged 
with and the attorney is directed to refund the 
full amount of the excessive fees. Assuming it 
to be a general rule that a surcharge is limited 
to the amount of damages suffered by the ob- 
jecting legatees only, the rule does not apply 
where a refund has been directed of excessive 
attorney’s fees under Sec. 231l-a S.C.A. 


DISTRIBUTION — Meaning of Phrase “Die 
Prior to Distribution” 


California—District Court of Appeals 
Estate of Hampe, 85 A.C.A. 681, May 19, 1948. 


Mrs. Hampe left residue of her estate to 
three persons, including Martha Ahnden, and 
provided that in the event Martha Ahnden 
“shall die prior to distribution,” her share 
would go to the other two residuary legatees. 
Martha Ahnden died sixteen days prior to filing 
of petition for distribution of estate. Distribu- 
tion to her was denied. 

HELD: Affirmed. The legatee not being alive 
on date of entry of decree of distribution, the 
legacy lapsed. 


DISTRIBUTION — Decree Supersedes Will 


Arizona—Supreme Court 
Shattuck v. Shattuck, 192 P. (2d) 229. 


Decedent’s will had been admitted to probate 
and under the Decree of Distribution the prop- 
erty had sometime before been distributed to 
the trustee. After the death of the son the 
trustee refused to make any further payments 
to the estate. 


Plaintiff in her representative capacity 
brought a declaratory judgment action against 
the trustee and beneficiaries under the Will of 
Lemual Shattuck asking that the trust be de- 
clared void and for an ascertainment of the 
rights of her principal as a son and heir. The 
Lower Court held the decree of distribution 
was conclusive and granted defendants’ motion 
to dismiss. 

HELD: Affirmed. A decree of distribution 
supersedes the will and prevails over the pro- 
visions thereof and the decree not the will be- 
comes the measure of the rights of the bene- 
ficiaries. A will may not be used to impeach a 
decree of final distribution. The present suit 
being a collateral attack on the judgment must 
stand dismissed. 


DISTRIBUTION — Income Vests in Bene- 
ficiary at Accrual 


/ 
Iowa—Supreme Court 
In re Fintel’s Estate, 31 N.W. (2d) 892. 


Decedent’s will provided: 


** ‘Article II, Any personal property *** may be sold 
*** The net proceeds to be divided as follows: The 
share of my personal estate that would have fallen to 
my daughter, Florence May Beard, deceased, shall be 
held in trust until her sons, Elmer Hugh Beard and 
Wilbur E. Beard attain the age of twenty-one years, 
and be divided equally among them. The remaining 
four shares is to be divided equally among my sons... 


“ ‘Article III. I direct that the net income of my 
farm, (here described), shall be equally divided among 
my children named in Article II. 

“*Ten years after my decease the above described 
lands may be sold ***, and the money divided equally 
among my children named in Article II. 

“**Should any of my children die before the final dis- 
tribution of my estate, his or her share shall be given 
to the descendants of such deceased legatee, if there 
be any, otherwise to my children named in Article II 
in equal amounts.” 


Code Sec. 633:16 provides that if a devisee 
die before testator, his heirs shall inherit the 
property devised to him, unless from the terms 
of the will a contrary intent is manifest. Wil- 
bur E. Beard died in 1937, a minor, intestate 
and unmarried, leaving surviving as his sole 
heir, C. W. Beard. Testator died in 1936. 


HELD: Elmer Hugh Beard, being the sole 
descendant of Florence May Beard living at 
the time of distribution, is entitled to the one- 
fifth share of Florence May Beard. The rule 
is applied that where the gift is to a class 
(descendants) without naming them, only 
those of the class who are living at the time 
of the vesting of the estate in the class, take 
under the will. A contrary rule is applied with 
reference to the net income from the farm prior 
to distribution; such income is held to become 
vested as it accrues and therefore C. W. Beard, 
as the sole heir at law of Wilbur E. Beard, is 
entitled to his share of the net income. 


EXPENSES — ‘Trustee May Withhold 
Funds for Payment of Expenses Incident 
to Foreign Action 


Pennsylvania—Supreme Court 
Wormley Estate, 359 Pa. 295. 


Testator established trusts for the lives of 
his wife and daughters. In 1943, the Orphans’ 
Court confirmed a trustee’s accounting at the 
death of one life tenant and awarded the prin- 
cipal of that share. In 1945, the surviving 
daughter brought suit in Ohio to recover dam- 
ages for fraud and negligence on the part of 
the trustee in administering the trust. Trustee 
filed another account and requested that the 
balance of income due the daughter be award- 
ed to trustee for the payment of expenses in- 
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cident to the Ohio suit. Court decreed that 
trustee could withhold the income due the 
daughter pending the outcome of the Ohio 
suit, but refused to determine what disposition 
should be made of the withheld income until 
the Ohio suit was determined. 

HELD: Affirmed. The Orphans’ Court had 
jurisdiction over the trust res and over the 
disposition of the principal and income there- 
from. The confirmation of the account and 
distribution thereunder is an in rem proceed- 
ing which gave the Court jurisdiction over any 
interested person after proper notice. A trustee 
is entitled to an allowance for expenditures in 
defending against an unsuccessful attempt to 
surcharge and he cannot be required to trans- 
fer trust property until he is properly secured 
for such expenditures, even though the trust. 
have spendthrift provisions. 


FIDUCIARIES — Revocation of Letters 
Where Appointment Made Without 
Notice to Legal Heirs 


Massachusetts—Supreme Judicial Court 
Dixon v. Clarke, 1948 A.S. 741, June 9. 


On the death of X one R was appointed ad- 
ministratrix of the estate on a petition reciting 
that R was a cousin and the only heir. R gave 
a bond with sureties and the appointment was 
made without notice in accordance with G.L. 
193, §2. As a matter of fact R was not an 
heir at all since A was the next of kin. On a 
petition by A the judge revoked the decree ap- 
pointing R. 

HELD: Affirmed. The judge acted properly 
in revoking the decree. Since R was not an heir 
of the decedent the court was without author- 
ity to make the appointment under G. L. 193, 
§2, without notice to the legal heirs. 

(Note: This decision seems to be based on 
the limited authority conferred upon the court 
to act under G. L. 193, §2. Otherwise, see Hilton 
v. Hopkins, 275 Mass. 59.) 


GUARDIANSHIP — Court May Terminate 
Incompetent’s Estate by Entirety 


Pennsylvania—Supreme Court 
Interboro Bank & Trust Co. Appeal, 359 Pa. 308. 


Guardian petitioned for leave to sell real 
estate owned by its ward and her husband as 
tenants by the entireties. Husband made no 
objection, and the petition was granted, and 
the sale of the ward’s interest was authorized. 
Thereafter, the husband refused to agree to 
the sale unless he received one-half of the net 
proceeds. Upon petition of the guardian, Court 
directed the guardian to agree with husband 
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to sell and to divide the net proceeds equally 
with him. 


HELD: Affirmed. Since the guardian is 
merely the bailiff of the Court and the weak- 
minded person is a ward of the Court and her 
estate is in custodia legis, the Court and its 
officers represent the ward in all dealings with 
regard to her property and possesses all the 
powers which the incompetent could have exer- 
cised in respect thereto. A tenancy by the en- 
tireties may be terminated by agreement of the 
parties, and, therefore, the Court may agree 
on behalf of the ward to the termination of 
the estate and the equal division of the pro- 
ceeds of sale. Holding the proceeds intact until 
the death of the ward and her husband would 
be of no practical benefit to the ward or her 
family. 


LivinG Trusts — Void for Lack of Deliv- 
ery 
Missouri—Supreme Court 

Atlantic National Bank v. St. Louis Union Trust Co., 

211 S.W. (2d) 2. 

Equitable action to construe and to deter- 
mine the validity of an “Indenture of Trust” 
executed by Clark in 1898 in which he con- 
veyed all his property to designated trustees 
for specified purposes, reserving however to 
himself the right to “use, occupy and enjoy” 
all of said property during his lifetime and in 
addition reserving to himself the power to 
alter, amend or revoke the trust. There was 
no delivery of any property to the trustees 
during the lifetime of Clark. Clark died intes- 
tate in 1900 and there was no administration 
on his estate. The trustees began the admin- 
istration of the purported trust immediately 
after his death and continued until the death 
of Clark’s son and co-trustee in 1944. 


HELD: Void ab initio. The trust indenture 
by its execution conveyed neither the legal 
nor equitable title to Clark’s property. 


JURISDICTION — Probate Court Denies 
Confirmation of Sale of Property De- 
vised to Inter Vivos Trust 


California—Supreme Court 
Wells Fargo Bank & Union Trust Co. v. Superior 
Court, 32 A.C. 1. 

Robbins in 1916 transferred property to 
plaintiff Bank in trust, empowering the trustee 
“subject only to confirmation of court to sell 
the property composing said trust or fund.” 
In his will he added a bequest to the bank as 
trustee of the Robbins Foundation, as the trust 
was then called. The property distributed to the 
inter vivos trust consisted in part of real estate 
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and the bank as trustee of the trust created 
by the Robbins will filed in the Probate Court 
a report of sale and petition for order confirm- 
ing sale of the real property in question. It 
was alleged that the property had been sold by 
the petitioner as trustee of the three trusts, 
namely, the inter vivos and two other trusts 
created under this clause of Robbins’ will “sub- 
ject to the confirmation of the court.” The 
Court dismissed the petition for lack of juris- 
diction in so far as the sale of the interests - 
of the Robbins Foundation was concerned. 
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HELD: Affirmed. The trustee held the Rob- 
bins Foundation property as a trustee of a 
trust created not by will but by an inter vivos 
trust and the Probate Court had. no jurisdic- 
tion of the confirmation proceeding. There was 
no intention in Robbins’ will to incorporate 
the inter vivos trust. It is intimated that the 
Superior Court in the exercise of its equity 
jurisdiction might have had a jurisdiction over 
the entire controversy. 


SpousE’s RIGHTS — Government Agency 
Cannot Exercise Alien Widow's Right 
of Election 


New York—Surrogate’s Court, N. Y. Co. 
Matter of Herter, N.Y.L.J., June 21. 


The testator, a German national, willed his 
property in the United States to his brother, 
who precedeased him leaving children who 
were American citizens and who claimed the 
legacy given to their father under Section 29 
D.E.L. He further provided that his widow 
receive 20% of the income of his real property. 
The United States Attorney General, as suc- 
cessor to the Alien Property Custodian, vested 
the widow’s rights in the estate and filed a 
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notice of election to take the widow’s intestate 
share. Thereafter, the widow renounced her 
right to any share of the estate. 


HELD: The purported exercise by the At- 
torney General of the widow’s right of election 
is invalid. Such right is personal to the spouse 
and cannot be exercised by any person or 
agency acting in hostility to the spouse. The 
question was of first impression in New York. 


TAXATION — General — Resident Bene- 
ficiary of Trust Having Foreign Trustee 
Subject to Intangible Property Tax 


United States—Supreme Court 
Burrows v. Hagerman, May 17, 1948. 


The Intangible Tax Law of Florida (Fla. 
Stat. 1941, Ch. 199) imposes a tax upon “the 
beneficial interest of residents of Florida in 
trust estates of all kinds when the trustee 
resides outside of the State of Florida, or if 
the trustee is a corporation and has its prin- 
cipal place of business outside the State of 
Florida.” 


An action in Florida court for a declaratory 
decree to have this portion of the statute de- 
clared invalid as a deprivation of property 
without due process of law under both the 
federal and state constitutions and as contra- 
vening the Florida constitutional prohibition of 
income taxes was dismissed by the lower court. 
This was affirmed by the Supreme Court of 
Florida (Burrows v. Hagerman, 32 So. 2d. 34). 


The Florida Court held that a vested bene- 
ficial right of a trust beneficiary is an in- 
tangible property right having a tax situs at 
the domicile of the beneficiary even though the 
trust res may be subject to taxation at the 
domicile of the trustee. 


HELD: Dismissed by a per curiam opinion 
for want of a substantial federal question upon 
the authority of Stewart v. Pennsylvania, 312 
U. S. 649, 85 L. Ed. 1101. 


Reported by Warren L. Jones of Florida 


TAXATION — Estate — Proration — Sep- 
aration Agreements 


Pennsylvania—Supreme Court 
Stadfeldt Estate, 359 Pa. 147. 


Decedent, upon separating from his wife, 
agreed to pay her $300 a month for life or 
until he established a trust fund for her of 
$75,000; if he died without establishing the 
trust fund, his executors were to have the 
right to do so. In 1925, he agreed to pay her 
an additional $100 a month, and if she sur- 
vived him, to have an additional $50,000 paid 
to her from his estate. He died in 1943, where- 
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upon his executors established the $75,000 
trust fund and paid her $35,000 of the amount 
due under the 1925 agreement. The executors 
secured the agreement of the widow to pay 
her share of any Federal Estate Tax that 
might be levied and retained $15,000 of the 
$50,000 as further protection against the Fed- 
eral Estate Tax on the amounts passing to the 
widow. The executors paid estate tax of 
$79,981 and the lower court required the widow 
to pay her proportionate share under the Penn- 
sylvania Proration Act (20 P.S. 844). The 
decedent provided that all estate taxes on 
property passing under the will or codicil 
should be paid out of principal. 

HELD: Affirmed. For the purposes of the 
Federal Estate Tax, the amounts due the 
widow were not deductible debts, being due for 
the surrender of marital rights and not for 
money or money’s worth. The provisions of 
the Proration Act are mandatory and apply 
automatically unless the testator directs other- 
wise. Here, the testator exempted from pro- 
ration only property passing under the will, 
and, therefore, the exemption was not broad 
enough to cover property which does not pass 
under the will, but which is subject to the 
estate tax. There was nothing in the agree- 
ments with the widow which required the testa- 
tor to pay the taxes imposed on the payments 
made under the agreements. 


WILLs — Construction — Surviving Issue 
Construed to Mean One Generation 


New Jersey—Court of Chancery 
Hoyt v. Orcutt, 59 A. (2d) 17. 


Testator was survived by his wife, son, 
daughter and her two children. He provided 
that the remainder of his estate be held in 
trust and that fifteen months after his death it 
be divided into three shares. One share was to 
be held for the payment of a certain amount of 
income to the wife and upon her death to pay 
the principal to the daughter, Kate. Another 
share was to be held for payment of income 
to the son with the principal payable to the 
daughter. The third was for Kate with the 
principal payable to “the surviving issue of 
my daughter.” 


Testator also provided for the sale of per- 
sonal and real property and for the equal di- 
vision of the proceeds among the shares. All 
property not devised or bequeathed was to go 
to Kate. The wife and son were survived by 
Kate, who in turn was survived by her hus- 
band, her two children and grandchildren. 

There existed certain real property which had 
not been divided although the income there- 
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from had been. Construction was sought as to 
the meaning of “surviving issue” and the rights 
of the intefested surviving persons. 


HELD: The two shares which had been set 
aside for the wife and son were vested in 
Kate at their deaths. The other one-third 
vested at her death in her two children. Testa- 
tor limited his provisions to his wife, son, 
daughter and her surviving issue. At the time 
of execution of the will there were only two 
such surviving issue. If the testator intended 
that all descendants be included with a per 
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capita distribution, the ordinary meaning of 
“issue,” he would not have used the word 
surviving. 

Where there is a direction for the sale of 
real estate, although there is discretion in 
trustee as to time, it must be considered as 
converted into money as of the death of testa- 
tor. Although the property had not been sold 
his intent is carried out and an equitable con- 
version takes place so as to treat the property 
as personalty and divided among the three 


shares. 
—Staff Digest 


WILLs — Construction — Option in Will 
Must be Exercised Prior to Death of 
Devisee 


North Carolina—Supreme Court 
Hornaday v. Hornaday, 47 S.E. (2d) 857. 


Testator devised the residue of his estate to 
his three children equally. He provided that 
if the two daughters wished, they could pay 
the son $7,000 for his share as follows: $2,000 
in cash and the balance to be placed in a 
trust paying $500 per year. After admission 
of the will to probate but prior to distribution 
the son died leaving all his property to a 
brother. The sisters thereafter elected to exer- 
cise the option and tendered the money which 
was refused by the son’s executor and de- 
visees. The sisters succeeded in the lower court 
in obtaining a decree that the option could be 
exercised. 

HELD: Reversed. It was apparently the in- 
tention of the testator that the option be exer- 
cised during the lifetime of the son. To hold 
otherwise would deny any purpose to the 


method of payment. 
—Staff Digest 


WILLs — Construction — Trust for Widow 
Cannot be Cut by Subsequent Ambigu- 
ous Provision 


New York—Surrogate’s Court, N. Y. Co. 
Matter of Fruhauf, N.Y.L.J., June 22. 


Testator created a trust of his residuary 
estate during his wife’s life and directed pay- 
ment of the income to his wife for her support 
and for the support of a son and daughter, but 
the wife was to receive no less than one-third 
the income in any event. Upon the wife’s death, 
the principal was to be divided into two equal 
parts to be held in trust for the son and daugh- 
ter, respectively, the principal to be paid to 
the son and daughter at specified ages. If son 
and/or daughter died before attaining the 
specified ages, the widow if living would, in 
certain contingencies, become entitled to prin- 
cipal. 
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The daughter had reached the specified age 
at the death of the testator and claimed one- 
third of the trust principal. She argued that 
the alternative contingent bequest to the widow 
indicated an intention to create three separate 
trusts since, if the primary trust was a single 
trust for the widow’s life, it would be impos- 
sible for her to be living at the termination of 
the secondary trusts. 


HELD: A single trust was created. Conced- 
edly, the alternative contingent bequest to the 
widow of principal of the secondary trusts was 
ambiguous but the unambiguous provision to 
create a single trust during the widow’s life 
cannot be cut down by a subsequent unclear 
provision. 


WILLs — Probate —- Testamentary Intent 
Lacking in Holographic Paper 
California—Supreme Court 
Estate of Golder, 31 A.C. 905. May 21. 


Decedent while in the Navy wrote a letter 
to his mother which the Court assumes to be 
sufficient in form to constitute a valid holo- 
graphic will. Letter contained this postscript: 
“P.S. I have a surprise coming for you and 
hope it works out. This is all I can tell you. 
My insurance is made out to Alyse so should 
I get in this war and not come back I want 
my savings & stocks to go to you. Keep in 
touch with Alyse.—1516 Lehigh Ave., Phila. 
Pa.” Probate denied. 


HELD: Affirmed. Since the assertedly dis- 
positive words were found in postscript of a 
letter containing many personal matters in 
no way connected with testamentary disposi- 
tion, and since failure to make provision for his 
wife and child, and other collateral circum- 
stances showed it was improbable that he in- 
tended the letter should operate as a_ will, 
necessary testamentary intent was not shown. 


WILLs — Probate — Verbal Agreement 
Changing Parol Agreement to Execute 
Mutual Wills Upheld 


Michigan—Supreme Court 
Phelps v. Pipher, 31 N.W. (2d) 836. 


Mr. & Mrs. Phelps, after consulting with a 
probate judge, executed separate wills, pre- 
pared by the judge, providing that each should 
have an interest for life in the other’s estate 
and that the remainder should go to their 
children. The wills were left with the judge 
until Mrs. Phelps’ death, at which time her 
will was probated and Mr. Phelps’ was given 
to him for filing in ariother county. Mr. Phelps 
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then executed deeds of all his property to his 
daughter and left the deeds with the scrivener, 
reserving the right to withdraw them prior to 

A son sought specific performance of the 
agreement to make mutual wills and was up- 
death. 


held despite defendant’s objections that there 
was no such agreement and that if there were 
it had been abrogated. Evidence was introduced 
to show that not long before Mrs. Phelps’ death 
she told Mr. Phelps that, if it were not for a 
fall which she had suffered, she “would have 
had her property changed” so that the son 
would receive nothing. Mr. Phelps replied he 
would see that the son received none of his 
property and Mrs. Phelps rejoined with “I 
hope you do.” 

HELD: Reversed. An agreement to make 
mutual wills may be in parol. The testimony 
of the judge and subsequent conversations had 
in respect to modification support the con- 
clusion that there was an agreement. The mere 
failure to change the wills prior to the death 
of either party does not establish that the 
parties did not agree to a modification or 
abrogation of the agreement. They had not 
limited themselves to a written change. The 
evidence was sufficient to establish that Mr. 
& Mrs. Phelps desired to change the will. The 
parties had the right to waive performance by 
the other without requiring alteration of the 
will. 

—Staft Digest 


WILLs — Probate — Will Valid Where 
Witness Signed Before Testatrix 


United States—Court of Appeals, District of Columbia 
Billings v. Woody, decided April 21. 


The validity of a will was challenged on the 
ground that it was improperly executed, there 
being evidence that the attesting witnesses 
signed it before the testatrix did. The Court 
directed a verdict sustaining the validity of 
the will. 

HELD: Affirmed. It is of course preferable 
as well as usual for the testatrix to sign first 
but, though there are cases on both sides of 
the question, the validity of a will should not 
depend upon who signs first; provided of course 
all sign at substantially the same time and in 
each other’s presence which they did here. 


WILLs — Probate — Agreement to Will 
Ended by Death of Beneficiary 


Illinois—Supreme Court 
Kaiser v. Cobbey, 79 N.E. (2d) 604. 


On August 13, 1935, Luella Heinroth entered 
into a sealed agreement with sister Alice, and 
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her sister-in-law Elizabeth, whereby she agreed 
to bequeath the bulk of her estate to them 
equally and they agreed to will so much of 
this property as they had left at their re- 
spective deaths, to William, brother of Luella 
and Alice and husband of Elizabeth. Luella 
executed a will in compliance therewith. Wil- 
liam predeceased the others, followed by Alice 
and Elizabeth. When Luella died she left a new 
instrument purporting to be her last will. 

Suit was brought by representatives and 
heirs of the estates of Alice and Elizabeth seek- 
ing specific performance of the agreement and 
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the vesting of Luella’s estate in them, claiming 
sufficient consideration for the contract; and 
further that the will and contract grew out of 
one transaction and must be construed as one 
instrument. The action was dismissed. 


HELD: Affirmed. Contracts to make wills 
are not favored by the courts and will be ex- 
amined strictly. The main purpose of the agree- 
ment was to provide for the brother and when 
he predeceased the others the agreement was 
at an end and the rights of Alice and Elizabeth 
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were extinguished. If there was valuable con- 
sideration presumed from the contract both 
Alice and Elizabeth breached the contract when 
they failed to make wills. They did not have 
vested interests under the will because, having 
died before the testatrix, their shares abated. 
Further they could not perform the contract 
for they agreed to will so much as was left at 
their deaths but having died before Luella 
they received nothing and could will nothing. 
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